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LONG-TERM FARM POLICY TO SUCCEED THE 
AGRICULTURE AND FOOD ACT OF 1981 

(Peanut Price Support Program) 



MONDAY, MAY 21, 1984 

House of Representatives, 
Subcommittee on Tobacco and Peanuts, 

CJOMMITTEE on AGRICULTURE, 

Ahoskie, NC. 

The subcommittee met, pursuant to notice, at 9 a.m., in the Roa- 
noke-Chowan Technical College, Ahoskie, NC. Hon. Charles Rose 
(chairman of the subcommittee) presiding. 

Present: Representative Jones of North Carolina. 

Staff present: Joan Teague Rose. 

OPENING STATEMENT OF HON. CHARLES ROSE, A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF NORTH CAROLINA 

Mr. Rose. The House Subcommittee on Tobacco and Peanuts will 
please come to order. The purpose of today's hearing in Ahoskie 
here at. the Roanoke-Chowan Technical College is to review the 
peanut price support program. 

Before we hear from our panel of witnesses today, I would like to 
thank Congressman Walter Jones for inviting us to be in his con- 
gressional district. I had hoped that we could have this hearing 
earlier in the year when some of your work loads might have been 
a little bit easier in the farming community. 

I wanted to come down here in April, but Congressman Jones 
asked me to put it off until now. As chairman of the subcommittee, 
it is nice to have a full committee chairman supporting the work 
that we do in tobacco and peanuts. 

We only have 21 full committee chairmen in the whole U.S. Con- 
gress, and your Congressman happens to be the only full commit- 
tee chairman that we have in North Carolina, the chairman of the 
Committee on Merchant Marine and Fisheries. Congressman 
Jones, it is a pleasure to be in your district. 

Before we hear from the Honorable Jim Graham, I would like to 
recognize you. Congressman Jones, for any comments that you 
would like to make. 
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OPENING STATEMENT OF HON. WALTER B. JONES, A REPRESENT- 
ATIVE IN CONGRESS FROM THE STATE OF NORTH CAROLINA 

Mr. Jones of North Carolina. Mr. Chairman, thank you very 
much for your presence here this morning. We appreciate your 
coming into the first district. 

I think the dinner you had last evening is indicative of the hospi- 
tality that you will receive and have received. I appreciate you 
coming in. I would like to clarify one thing, if I might. Any allusion 
or reference to the fact that I have lost my interest in the agricul- 
tural betterment of eastern North Carolina, I hope my presence 
this morning dispels that completely. 

I am happy to be here. Hopefully, as the chairman indicated, 
what we would like to get from you is some indication of your dis- 
satisfaction with the present legislation and some suggestions as to 
what we might do in the 1985 bill to better your situation. Mr. 
Chairman, thank you very much. 

Mr. Rose. Thank you. Congressman Jones, for your comments. 
Let me say in starting that I think everybody knows we have to 
rewrite the peanut program in 1985. When we wrote it in 1981, the 
current administration had just come into office and had made a 
great many cuts in a lot of Federal programs. 

That effect sort of boomeranged on the agricultural programs. I 
am not happy with what happened to the peanut program in the 
House in 1981. I had only been chairman of the subcommittee for 
about 2 months when we took up that bill. 

We do not want a repeat of that. We want to improve the peanut 
program and make it much stronger than it has been, if that is 
possible to do. We would like your suggestions. This is going to be 
an unusual peanut year. In 1981 we saw for the first time the 
peanut manufacturers, the peanut butter and candy companies, 
hiring lobbyists to come into the Congress to defeat peanut pro- 
grams. 

They were in favor of an amendment that was offered by Mr. 
Lundine of New York which turned the peanut program into a 
loan program, much the same as the corn or wheat programs, to do 
away with allotments and production controls. 

Only because we were able to save it in conference would we 
have a peanut program today at all. We are not going to let that 
happen in 1985. But there are a lot of forces at work. There is a 
group of people at work, for example, in west Texas who are grow- 
ing peanuts under irrigation without allotments, growing addition- 
als and selling them under contract in the European edible market. 

Some of us have been invited out there to come and look at that. 
I was curious to see what they were doing. They have their own 
legislative agenda of things that they want. So I encourage all of 
you to become legislatively active this year as you deal with pea- 
nuts. 

I was visited by a lobbyist from the Kroger stores about 2 or 3 
months ago, and they said: ''We want to put you on notice that we 
are not going to sit still and let farmers write the 1985 farm bill. 
As commercial grocerymen, we are going to have a voice and we 
are going to lobby the Congress as to how the various commodity 
programs come out.'* 
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In tobacco, I keep running into people who think the tobacco pro- 
gram is theirs by right of citizenship. Do not make that mistake in 
the peanut program, either. It is something that we have to work 
and fight for, and you are going to have to help us fight, not only 
to improve but to keep in the form that is useful to you. Things are 
not getting easier. They are getting tougher. 

We have been moderately successful in tobacco, and I hope we 
can be moderately successful in peanuts in the future. 

At this time I would like to call on the Honorable James A. 
Graham as our first witness, who is the commissioner of agricul- 
ture for the State of North Carolina. Commissioner, it is always a 
pleasure and honor to have you lead off our hearings. 

Wherever we go, whether it is Virginia, Georgia, Florida, or 
wherever, we always find our commissioners and friends there who 
ask to be remembered to you. I was in Virginia recently, and your 
counterpart up there was singing your praises. Are you going to 
run for President someday, or what is the story there? 

STATEMENT OF JAMES A. GRAHAM, COMMISSIONER, NORTH 
CAROLINA DEPARTMENT OF AGRICULTURE 

Mr. Graham. Thank you^ Congressman Rose and Congressman 
Jones. Congressman Jones, I will put you on warning today that if 
you ever do forget agriculture, that's the end of you. So just re- 
member that even though I respect you greatly. 

I have worked very closely with the Congressman from the First 
District for many years, and I always appreciate your support. You, 
Congressman Rose, as the chairman of the Subcommittee on Tobac- 
co and Peanuts, and ladies and gentlemen, it is a pleasure to be 
with you any time, any place, anywhere. 

As for what I'm running for, I'm not running for or from any- 
thing. Right now I'm running as commissioner of agriculture for 
the benefit of the peanut growers and the peanut industry of North 
Carolina and this country. You mentioned getting tough. When the 
time gets right and you get tough, we'll all get tough or whatever 
we need to do to continue the tremendous agricultural program 
that we have, and under your leadership I have no fear that we 
will get every representation that we should have. 

I join the rest of this group this morning in welcoming you to 
North Carolina, you and your fine staff. It was a great pleasure to 
come down early this morning and see the activity in the fields. I 
am sure that if it had not been for the change in the weather, we 
would have had a much larger audience. 

On behalf of the peanut farmers of this State, on behalf of the 
Peanut Growers, Fleet Suggs and his group, we welcome you very 
genuinely for this chance to come here before you today, and we 
also appreciate your concern and your demonstrated loyalty, ef- 
forts, and support, and the fact that you did go out to other areas 
of the country to represent us. 

This is very meaningful to me individually and collectively, not 
only in the peanuts and tobacoo, but the whole general area of ag- 
riculture, and I am very grateful for it. Later on today— I shall be 
brief— we'll hear from Lewis Storey. Lewis is here, and he is presi- 
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dent of the North Carolina Peanut Growers Association, among 
others. 

Rather than my taking your time this morning echoing the senti- 
ments of the growers, let me simply say that as commissioner of 
agriculture — and we, the North Carolina Department of Agricul- 
ture, have been working very closely with Mr. Chairman and other 
members of the Peanut Growers Association, Fleet Suggs, and 
others, and we line with their position. 

Let me briefly say again that I strongly encourage the mainte- 
nance of supply maintenance programs for peanuts. I also am 
strongly in favor of poundage quotas and price supports. Without 
your support and efforts and the strength and support that Con- 
gressman Jones has given, we would not be where we are today. 

I hope and pray that we do not have to have that problem, 
Walter, that you had in 1953, I believe it was, when they cut the 
peanut program out of the farm bill. Then you referred. Congress- 
man Rose, to the bill in 1981. 

Regarding the price support system, I hope to see a continuation 
of the two-tiered price support structure. That is, with the lower 
price support level for additional peanuts, and through this system 
farmers and growers are fully able to utilize their production ca- 
pacity, and it also lets the nonquota growers, owners, produce pea- 
nuts if they so desire. 

This summer, this is something we are all going to have to be 
aware of and study. I am sure that you will hear more detail from 
others here today, as well as some conflicting opinions. That is 
what you have these hearings for. 

I am eager to hear the comments while we are here today, just 
as you are. Thank you again. And I happen to know, as you indi- 
cated, in other places and other States, what is going on in the 
Congress, and I do not think that the average individuals, whether 
it be urban, suburban or rural alike, in North Carolina, understand 
the real and intense pressures that you gentlemen are under day 
by day as it goes on then in the nitty-gritty of the legislation. 

So, as commissioner I thank you again for coming. And you. Con- 
gressman Rose, ''Rosebud,'' are a great Congressman, and all of 
you distinguished men are given leadership that more now than 
ever in the history of North Carolina and the history of this Nation 
need to stop and think what these programs cost, and you stop and 
think what it has done to North Carolina, peanuts and tobacco, 
and you stop and think how much you spend on feedgrains and all 
these other programs. Time will not permit me to emphasize the 
great importance of the very many and meaningful effects of this 
peanut program. 

To the audience, I want to say this: Everyone, individually and 
collectively, has got to give more than ever before. Commodity 
groups, farm organizations, we have to speak as near as humanly 
possible within the great entity of agriculture on these farm pro- 
grams, or else we are going to see some things that we do not Uke. 

Fm very comfortable this morning, and I want you to know that 
it's a great pleasure and honor for me to be here, and I want you to 
know that indeed I am running for commissioner of agriculture 
again. And I love my job. I love agriculture. I love peanuts, and I 
love both of you. 
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Thank you. 

Mr. Rose. Thank you, Commissioner. You know, I was thinking 
while you were speaking, what a tremendous, and of what great 
importance the peanut program is to this part of North Carolina, 
and what a shock it would cause to the economy of northeastern 
North Carolina if the peanut program were disbanded or disrupted. 

It is worth fighting for. It is worth protecting. And I certainly ap- 
preciate that. Walter certainly appreciates that. But we are going 
to continue to need a unification of our voices to make that 
happen. Just like in tobacco, there are so few of us in tobacco and 
peanuts these days, we cannot afford to be fighting among our- 
selves about much of anything, and we have to try and work to- 
gether as best we can. 

Thank you, Mr. Commissioner. 

Our next witness is Mr. J. Lewis Storey of the North Carolina 
Peanut Growers Association, from Murfreesboro, NC. We're glad to 
have you, sir, and well be happy to hear your statement. 

STATEMENT OF J. LEWIS STOREY, PRESIDENT, NORTH CAROLINA 
PEANUT GROWERS ASSOCIATION 

Mr. Storey. First, I would like to welcome you to Hertford 
County. Really, we're in the heart of peanut country, even of Vir- 
ginia and North Carolina. So it's a pleasure to have you people 
with us today. 

Mr. Chairman, Fm J. Lewis Storey, president of the North Caro- 
lina Peanut Growers Association, and I'm a grower from Hertford 
County. The North Carolina Peanut Growers Association has 30 
members on their board of directors, and all of them are active 
peanut growers. My comments this morning are on behalf of our 
association's board of directors. 

The peanut program involving poundage quotas and price sup- 
ports does work. The peanut program has maintained farm prices 
and income at higher levels than would have existed if we had no 
program. This supply management program has provided a contin- 
uous and dependable supply of high-quality peanuts at reasonable 
prices to the market, while providing an opportunity to growers to 
make a fair return on their investment. 

In 1981, Congress enacted additional program modifications to 
assure a continuation of program cost reduction, and to suspend 
acreage allotments in order to permit unlimited production of pea- 
nuts by all producers. Anyone in the United States can now 
produce additional peanuts without being a quota holder. 

The 1981 program amendments established a minimum support 
level for quota peanuts at 27.5 cents a pound for the 1982 crop, to 
be increased up to 6 percent per year in subsequent years as the 
cost of production increased. For the record, we would like to point 
out that the Department of Agriculture changed its formula for de- 
termining the cost of production in 1983, and the new formula 
grossly distorts cost items when comparisons for the 1982 and 1983 
crops are attempted. 

We believe that the switch in peanut cost of production formats 
is not in keeping with the intent of the Congress in the peanut sec- 
tion of the Food and Agriculture Act of 1981. The 1981 law reduced 
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the national poundage quota from the 1,440,000-ton level of 1981 to 
1,200,000 tons in 1982, and will reduce the level to 1,100,000 tons in 
1985. 

A second major change in the 1981 law was the suspension of the 
peanut acreage allotments, thus enabling anyone to produce pea- 
nuts. That development provided vastly increased potential for the 
production of additional, or nonquota, peanuts for the export 
market. 

The production of such additional peanuts provides an avenue to 
ensure a continuity of supply of U.S. peanuts in the export market. 
Such assurance is essential in continued expansion of export mar- 
kets. The additional production also ensures a backup supply for 
any shortage of domestic peanuts. 

The loan rate for additional peanuts approximates world crush- 
ing levels. However, the grower may share in increased sales levels 
of such peanuts, for either crushing or edible use, through area- 
type pool arrangements operated by the area growers association 
in each of the Nation's three major peanut-producing areas. 

This provision in the law removes the cost exposure that USDA 
previously assumed in supporting production at the quota level 
from the entire farm allotment. At the same time, leeway is pro- 
vided for unlimited production of such additional peanuts. 

The implementation of this option by the grower in producing 
the additional peanuts generally depends on his potential ultimate 
return from such peanuts, rather than the loan level for the addi- 
tional peanuts. 

The present two-price program with a sharp reduction in quota 
production has substantially lowered program cost, but has at the 
same time provided flexibility for the production of additional pea- 
nuts to supply export markets. 

Under the provisions of the program, shellers can forward con- 
tract for the production of such peanuts to be exported. At the 
same time, the basic elements of orderly marketing of the crop 
with effective quality control are retained. 

Positive results of the 1977 and 1981 program amendments: First, 
program cost has been dramatically reduced by putting in place a 
strict poundage quota. A series of annual reductions in the quota 
has reduced the supply of CCC stocks of quota peanuts to only a 
fraction of the pre-1978 level. 

Cost of the 1982 crop is reported by USDA to be $4.2 million. The 
1983 crop cost is expected to be even lower. 

Second, CCC's management and administrative burdens with re- 
spect to handling and disposition of CCC peanut stocks have been 
grossly reduced. 

Third, the two-price plan provides a vehicle for providing a conti- 
nuity of supply of peanuts for export, although it involves some- 
what greater financial risks for growers and handlers. 

Fourth, supply of peanuts to domestic consumers has continued 
in an orderly fashion, except for the 1980 crop disaster. 

Fifth, objections to high-quota leases have been satisfied to a 
large degree by severe restrictions placed on quota leasing, and 

Sixth, unlimited production by all producers is now permitted by 
virtue of acreage allotment suspension. 
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Program improvement for the 1985 farm bill: the North Carolina 
Peanut Growers Association personally surveyed 621 peanut grow- 
ers at 15 of our major peanut-producing county meetings. This 
group of growers represented over half our State's poundage, and 
25 percent of our active growers. Their recommendations are as fol- 
lows: 

First, continue a supply management peanut program involving 
poundage quotas and price supports. 

Second, continue a two-price system using quota peanuts in the 
domestic market and additional peanuts primarily in the export 
market. 

Third, set the quota poundage level at the domestic consumption 
level, resulting in the quota poundage increasing from 1,100,000 
tons in 1985 to above 1,300,000 tons in 1986. 

Fourth, set the support price level for quota peanuts at the aver- 
age national cost of production, including land cost, as determined 
by land grant universities in peanut-producing States. 

Fifth, continue the buy-back program, as it allows additional pea- 
nuts into the domestic market, since the demand for Virginia-type 
peanuts is much greater than the quota poundage level. 

Sixth, keep the area pools, rather than establishing one national 
pool to offer CCC loans. 

Seventh, keep poundage quotas from being transferred across 
county lines, except where an operator has farms and quotas in 
contiguous counties. 

Eighth, continue the undermarketing of carry-forward quota 
poundage during the 4-year period of the new peanut program. 

Ninth, continue the years 1973 through 1977 in establishing a 
farm yield base. 

Tenth, allow peanut growers to vote to approve or disapprove the 
1985 peanut legislation by a two-thirds majority. 

Eleventh, in general, continue the present peanut program with 
certain suggested changes to improve its implementation. 

Since the framework of the present program provides an effec- 
tive vehicle by which the grower can best market his peanuts, pro- 
vides a means by which supply and demand can be controlled, pro- 
vides flexibility for production of peanuts for export markets for 
the more efficient growers, and provides a reasonable basis for fi- 
nancing the production and processing of the crop, we see only 
major disadvantages to any switch from the present program con- 
cept to an open-ended, low-loan concept. 

For the record, it should be pointed out that the cost exposure of 
CCC has been reduced from 700,000 tons under the program prior 
to 1977 to an estimated 53,000 tons under the present program in 
1983, all of which are nonedible quality peanuts. 

The remainder of the more than 1.6 million tons of U.S. peanuts 
produced in 1983 are presently moving through domestic and 
export edible markets. Mr. Chairman, the North Carolina Peanut 
Growers Association looks forward to working with your subcom- 
mittee in the pursuit of improved agricultural programs during 
future deliberations on the 1985 farm bill. 

We appreciate the opportunity given us to make this statement a 
part of this hearing today. We want to thank you. Congressman 



Digitized by 



Google 



8 

Rose and Congressman Jones, for your leadership and support for a 
workable peanut program where everyone mutually benefits. 

Thank you. 

Mr. Rose. Thank you very much, Mr. Storey. 

Mr. Jones, do you have any comments or questions for Mr. 
Storey? 

Mr. Jones of North Carolina. No questions. I just want to compli- 
ment you, Mr. Storey, on a very thorough statement. Hopefully, we 
can implement some of your suggested changes, but being realistic, 
it is going to be very difficult to get some of the things that you 
suggest. Certainly, there is no harm in us trying, and well make 
every effort. 

Mr. Rose. Thank you, sir. Let me make a few comments. You ob- 
served on your first page that the U.S. Department of Agriculture 
changed its formula for determining the cost of production in 1983, 
and the new formula grossly distorts cost items when comparisons 
for the 1982 and 1983 crops are attempted. 

In December of last year the Congress passed some emergency 
dairy legislation. We had some tobacco amendments tacked onto it. 
One of the things that we did in that legislation was to put some 
peanut language into the report that directed the Secretary of Ag- 
riculture to go back to the old method of figuring cost of produc- 
tion. 

I don't know how successful that will be. I hope that he will 
listen and do what we have told him to do, because I agree with 
you that they did not treat us fairly when they changed the cost of 
production method. 

We tried to correct it — hopefully correct it — and have with this 
most recent legislation. If we didn't, well get them in 1985. I think 
we have a pretty good chance to have that cleared up beforehand. I 
would observe that you point out that the two-price program with a 
sharp reduction in quota production has substantially lowered pro- 
gram cost, but has at the same time provided flexibility for the pro- 
duction of additional peanuts to supply export markets. 

You know what we had to do in tobacco — we had to go to a no 
cost program. I think we can maintain a peanut program with the 
kind of costs that we have had over the last several years, but I 
don't think that we can pass through Congress a peanut program 
that would have radically greater cost to the taxpayer than we 
have had over the last several years. 

Fm glad to have your suggestions for the 1985 farm bill. I see 
nothing in there that I have any problems with at all. Congress- 
man Jones and I are sensitive to the slight differences of approach 
that will result from the three major growing areas. 

We hope that being from one of those major areas ourselves, 
well be able to at least get what the Carolina- Virginia peanut 
grower wants. We think we can do that. That's an excellent state- 
ment, and we appreciate your making it, sir. 

Thank you. 

Our next witness is Mr. Jim Oliver, master of the North Carolina 
State Grange. It says, "Raleigh" on here, but I know better. He's 
from Robeson County, and we're delighted to have you here, sir. 
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STATEMENT OF JAMES R OLIVER, MASTER, NORTH CAROLINA 

STATE GRANGE 

Mr. OuvER. Thank you, Congressman. I'm Jim Oliver, master of 
the North Carolina State Grange and chairman of the Agriculture 
Committee of the National Grange. 

My statement today will be for both the North Carolina State 
Grange and the National Grange. We appreciate this opportunity 
to appear before the subcommittee today and express our views on 
the peanut price support program. 

The present peanut program involving poundage quotas and 
price supports has been effective, as evidenced by the maintenance 
of farm prices and income at levels higher than would have existed 
if we had no program. 

The grange strongly recommends continuation of the present 
program, with some slight modiAcations or fine tuning recommend- 
ed by the North Carolina Peanut Growers Association. 

The National Grange has long supported an agricultural policy 
that is market oriented. However, because forces outside the 
market impact ttie agricultural economy, we believe the farm pro- 
grams that provide agricultural producers some measure of finan- 
cial protection must be a part of future agricultural policy. 

The supply management program for peanuts with poundage 
quotas and price supports has provided a continuous and dependa- 
ble supply of high-quality peanuts at reasonable prices to the 
market, while providing an opportunity to growers to make a fair 
return on their investment. 

Mr. Chairman, we are vitally concerned over the economic chaos 
that would occur in eastern North Carolina if the present peanut 
program is abolished. Not only would the price stability be affect- 
ed, but also the relatively stable supply of peanuts to the market 
would be disrupted. 

The peanut production would move to the southeast and south- 
west regions of the United States, therefore causing economic 
chaos in eastern North Carolina. The increased production in these 
areas would result in a flood of peanuts on the market, thereby re- 
ducing the prices. North Carolina peanut growers would not be 
able to compete with States that, due to more favorable climate 
and irrigation, could produce two crops per year. 

The North Carolina Peanut Growers Association has recommend- 
ed program improvements for the 1985 farm bill. These recommen- 
dations are based upon a survey of peanut growers in North Caroli- 
na. The grange has always and will continue to support grower rec- 
ommendations for farm programs. 

Growers, needless to say, are affected most by our farm pro- 
grams. We consider the recommended program improvements by 
the North Carolina Peanut Growers Association to be realistic, nec- 
essary, and vitally important to the continuation of the peanut pro- 
gram. 

In conclusion, Mr. Chairman, the National Grange and the 
North Carolina State Grange recommend the continuation of the 
present peanut program with the modifications as recommended by 
the North Carolina Peanut Growers Association. 
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Mr. Chairman, we appreciate your conducting this hearing in the 
heart of the peanut-producing area of North Carolina, and also ap- 
preciate the opportunity to make this statement on behalf of our 
membership. We thank you. Congressman Rose and Congressman 
Jones, for your deep concerns and great leadership in the farm pro- 
grams that mean so much to the economic well-being of all North 
Carolinians. 

Thank you. 

Mr. Rose. Thank you, sir. We're delighted to have you here, sir. 

Congressman Jones, do you have any comments or questions? 

Mr. Jones of North Carolina. Nothing except to compliment this 
gentleman on his appearance here and the position that the grange 
usually takes, which I find compatible with the best interests of the 
farmers. 

Mr. Rose. Fm also very proud that Jim Oliver is not only the 
master of our grange, but also chairman of the National Grange's 
Agriculture Committee. That has been very helpful to us in getting 
our voices heard with the National Grange in Washington. 

Mr. Jones of North Carolina. I might also add that this gentle- 
man is also a constituent of yours from Robeson County. 

Mr. Rose. I don't hold that against him. 

Our next witness is Mr. David T. Bateman, representing the 
North Carolina Farm Bureau. Mr. Bateman, we're happy to have 
you, sir. 

STATEMENT OF DAVID T. BATEMAN, CHAIRMAN, PEANUT 
ADVISORY COMMITTEE, NORTH CAROLINA FARM BUREAU 

Mr. Bateman. Thank you. 

Mr. Chairman, Fm David T. Bateman, chairman of the North 
Carolina Farm Bureau Peanut Advisory Committee, and a peanut 
farmer in Chowan County. This statement is being presented on 
behalf of the peanut grower members of the North Carolina Farm 
Bureau. 

Since its inception in 1941, the peanut programs has been an im- 
portant factor in assuring an adequate supply of wholesome, high- 
quality peanuts at reasonable prices for the American and foreign 
consumers. At the same time, the program has provided predict- 
ability and stability for the peanut farmers. 

Admittedly, the cost of the peanut program to the Federal Treas- 
ury reached unacceptable levels during the mid-1970's. However, 
modifications to the program in 1977 and 1981 have reduced the 
cost of the program to minimal levels. 

The peanut program under which we are now growing and mar- 
keting peanuts is working. Except for the drought-shortened 1980 
crop, the supply management program has provided ample and de- 
pendable supplies of high-quality peanuts for the domestic and 
export markets. 

The modifications in 1977 and again in 1981 have overcome two 
major criticisms of the peanut program. They were the cost of the 
program and denial of new grower entry into peanut production. 

The North Carolina Farm Bureau continues its support for a 
supply management peanut program. We recommend that the 
basic provisions of the 1981 peanut program be continued for crop 
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years 1986 through 1989, with some modifications. These modifica- 
tions involve the following: 

National poundage quota: We recommend that the national 
poundage quota be established annually on the basis of the domes- 
tic utilization, including seed, using either the domestic usage for 
the preceding crop year or an average of the 2 preceding crop 
years. 

Farm poundage quota: We recommend that the annual farm 
poundage quota be established for each farm having a peanut 
quota in 1985 by applying a factor or percentage which reflects the 
change in the national poundage quota. If the national poundage 
quota is increased, increase the farm poundage quota. If the nation- 
al poundage quota is decreased, then decrease the farm poundage 
quota. 

Price support level: We recommend that the price support level 
for quota peanuts be set at the average national cost of production, 
including land costs, taking into account the cost of production sta- 
tistics developed by land-grant universities in the peanut-producing 
States. 

Mr. Chairman, you'll recall that the USDA changed its formula 
for calculating the cost of production midway through the 1981 
farm bill. The 1985 farm bill should be specific with regard to how 
the quota peanut price support level will be determined rather 
than risking a recurrence of similar manipulation in the future. 

Area and type pools: We urge the continuation of area, type, and 
segregation pools as provided in the 1982 through 1985 programs, 
rather than the establishment of a national pool. 

We support the continuation of the buy-back of additional pea- 
nuts as authorized by the 1981 farm bill. The buy-back provision 
permits a responsiveness to market demand when conditions war- 
rant, and increases the potential for the additional pool to show a 
profit. 

Quota undermarketings: We urge that the provision for carr3rfor- 
ward of undermarketings of quota peanuts be continued. Such car- 
ryforward for 1986 should be predicated on the 1985 accumulated 
undermarketings of quota peanuts. 

Sales, lease, and transfer: We urge continuation of the language 
of section 703 of the Food and Agriculture Act of 1981 with regard 
to the sale or lease of peanut poundage quota within the same 
county. 

Mr. Chairman, peanut producers have attempted to make the 
program work to the advantage of growers, shellers, manufactur- 
ers, exporters, and consumers. When Mother Nature has permit- 
ted, we have produced an adequate supply of high-quality peanuts 
which have become recognized around the world. 

The present program is working. We strongly urge that it be con- 
tinued with the modifications suggested. These modifications are 
reasonable and fair, and will permit the peanut program to contin- 
ue to work for the benefit of all. 

We thank you for holding this hearing in Ahoskie today and for 
permitting us to share our suggestions for a peanut program for 
1986 through 1989. 

Thank you. Congressman Rose and Congressman Jones. 

Mr. Rose. Thank you, Mr. Bateman. 
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Congressman Jones, do you have any questions or comments? 

Mr. Jones of North Carolina. Mr. Chairman, I have no questions. 
But David and I have been friends for a long time. Fm delighted 
that you're here today, and we're pleased that the Farm Bureau 
basically approves of the program which we are now living under, 
and hopefully we can make at least one or two minor changes. 

But the value of the land, which to me is all important, does not 
seem to sell too well with the present administration. But certainly 
we'll look at that and do all that we can to get that included in the 
farm program. 

Mr. Rose. Mr. Bateman, there's basically no difference between 
your position and the North Carolina Peanut Growers Associa- 
tion's; is that correct? 

Mr. Bateman. That's correct. 

Mr. Rose. I would just emphasize that including land cost in the 
figuring of cost for price support levels has been a problem in the 
past with some of our Congressmen. But if we can't skin the cat 
one way, we'll do it in another. 

Mr. Bateman. We appreciate that, and we also recognize the 
statement that you made earlier that we are a small entity when 
we're together, and so we can't afford to be divided. 

Mr. RiosE. Thank you very much. I constantly remind everybody 
of how successful the dairy farmers of America have been in get- 
ting their legislation passed through Congress. They have had to 
resort to all kinds of banding together in political activity to make 
their voices heard, and they have been successful. 

It has been worth the fight for them, and we have to ask our- 
selves the same question: As peanut producers, is the fight to keep 
what we have worth the effort? I certainly think that it is. 

Our next witness is Mr. Leland Kitchin, president of the Peanut 
Growers Cooperative Marketing Association, from Scotland Neck, 
NC. 

Mr. Kitchin, we're honored to have you and look forward to 
hearing what you have to say this morning. 

STATEMENT OF LELAND KITCHIN, PRESIDENT, PEANUT 
GROWERS COOPERATIVE MARKETING ASSOCIATION 

Mr. Kitchin. Thank you, sir. 

Mr. Chairman, Vm Leland Kitchin, a farmer and a peanut pro- 
ducer from Scotland Neck, NC. Tm also president of the Peanut 
Growers Cooperative Marketing Association, the producer associa- 
tion which through contact with the Commodity Credit Corporation 
administers the Federal Peanut Price Support Loan Program in 
the Virginia-Carolina area. 

Vm also a member of the North Carolina Peanut Growers Asso- 
ciation and president of the Virginia-Carolinas' Peanut Member- 
ship Organization. I sincerely appreciate your taking the time to 
hold this hearing and the opportunity to testify on behalf of the 
peanut growers in our area. 

The policies that have guided American farmers since the New 
Deal era are coming under unprecedented scrutiny. One side of the 
debate is fueled by a record high Federal payments to farmers, con- 
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tinuing crop surpluses that are depressing prices, and declining ex- 
ports of farm commodities. 

The other side is fueled by the fact that thousands of farmers 
slide closer to bankruptcy every day. Both sides are wondering if 
there isn't a better way to help farmers in business and build a 
stronger American economy. 

The broad outlines of the farm policy debates for the farm bill of 
1985 have already surfaced. They are, one, the so-called free 
market advocates who want to do away with all farm price support 
programs, and, two, those of us who believe that the best way to 
curb surpluses and reduce budget outlays while preserving family 
farms is strict controls on production. 

The peanut program was broadly changed in 1977 and then 
modified, or fine tuned, in 1981 in order to meet three primary ob- 
jectives, those being to reduce the cost of the program, to provide 
the American consumer with an adequate supply of high-quality 
peanuts at a reasonable stable price, and finally, to help offset our 
balance of trade with the foreign world by exporting U.S.-grown 
peanuts. 

I believe these objectives have been and will continue to be ac- 
complished through the end of the existing program. The Peanut 
Program as it exists today is a workable program. It has worked 
and continues to work for all segments of the industry. 

From a legislative standpoint, we believe the existing program 
provides an effective vehicle by which the producer can best 
market his peanuts, provides for a means by which the supply can 
be adjusted in order to meet immediate demand, provides flexibil- 
ity for production of peanuts for export markets and provides a 
reasonable basis for financing the production and processing of a 
crop. 

An open production approach with its inherent low pricing struc- 
ture is not a viable alternative for our industry. The availability 
and use of contracts to assure an adequate level of production 
would be a major problem for producers, and ultimately for con- 
sumers. 

In the absence of such contracts, growers would almost certainly 
utilize cooperatives to market high percentages of the crop to 
assure satisfactory returns, but here again, considerable adjust- 
ments would be necessary in assuring adequate financing, market- 
ing, and quality control. 

As unpalatable as supply management or poundage controls are 
to some, that method has proved that it will effectively control pro- 
duction. In fact, production presently available for the domestic 
edible market is so close to demand that the surplus of such pea- 
nuts has been removed, and with it the cost of the program. 

The additional phase of the program provides more opportunity 
for the production of peanuts for the export market than any other 
unrestricted program could offer, and with less cost exposure to 
USDA, since the support rate for additional peanuts is set at the 
true market clearing level for peanut oil and meal. 

At the same time, the additional production provides a free re- 
serve for any shortfall in the quota production for the domestic 
market. Price blending of the oil and edible market prices that 
would become necessary under an unrestricted program concept 
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cannot be perfected to assure ample supplies of peanuts for both 
domestic and export markets, and assure acceptable program losses 
toCCC. 

In conclusion, we strongly believe the 1985 farm bill title should 
continue to include a nearly identical program as exists today, with 
the following corrections: 

First, set quota at current consumption level and adjust annually 
to meet immediate needs. 

Second, set minimum CCC resale policy for edible uses at 95 per- 
cent of the quota support rate. 

Third, eliminate open-end or price-later contracting. 

Fourth, base the quota support rate at the actual cost of produc- 
tion as determined by the U.S. Department of Agriculture and the 
State agricultural institutions and colleges. 

Again, I appreciate the opportunity given to me to testify today 
and to make this statement a part of the record. 

We thank you for the assistance you and your staffs have afford- 
ed us in the past. If we may be of assistance to you, we look for- 
ward to that opportunity. 

Thank you. 

Mr. Rose. Thank you, Mr. Kitchin. 

Congressman Jones, do you have any questions or comments? 

Mr. Jones of North Carolina. I have no questions. Congressman 
Rose. I just would like to compliment this gentleman on his appear- 
ance and on his statement. 

Mr. Rose. Thank you very much. We're glad to have your com- 
ments. 

Our next witness is Mr. Russell Schools of the Virginia Peanut 
Growers Association. It's good to see you again, sir. We're glad to 
have you here and to hear what you have to say to us this morn- 
ing. 

STATEMENT OF RUSSELL C. SCHOOLS, EXECUTIVE SECRETARY, 
VIRGINIA PEANUT GROWERS ASSOCIATION 

Mr. Schools. Thank you, sir. 

Chairman Rose and Congressman Jones, I would first like to 
thank you for coming to the area and giving the producers of Vir- 
ginia and North Carolina an opportunity to have an input to the 
1985 farm bill. 

Because I did testify in Wakefield, if I may, sir, Fd like to file 
this statement for the record, because most of it has already been 
said by the ones testifying before me. I would like to hit two or 
three points and then move on ahead, if I may. 

We believe that no group of agricultural producers has worked 
harder or sacrified more in recent years to help bring about an ac- 
ceptable program. 

Mr. Chairman, the Peanut Price Support Program does work. 
The Peanut Program has had a stabilizing influence on each State, 
county, community, and family farm involved in peanut produc- 
tion. The Peanut Program has maintained farm prices and income 
at higher levels than would have prevailed without the program. 

The 1981 program amendments established a minimum support 
level for quota peanuts at 27.5 cents per pound for the 1982 crop, to 
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be increased up to 6 percent per year in subsequent years as the 
cost of production increased. For the record, we would like to point 
out that the Department of Agriculture changed its formula for de- 
termining cost of production in 1981, and the new formula grossly 
distorts cost items when comparisons for the 1982 and 1983 crops 
are attempted. 

We believe that the switch in peanut cost of production formats 
is not in keeping with the intent of the Congress in the peanut sec- 
tion of the Food and Agriculture Act of 1981. Had USDA followed 
the intent of the 1981 farm bill, peanut producers would have re- 
ceived an increase in the support level for quota peanuts both in 
1983 and again in 1984. 

The 1981 law reduced the national poundage quota from the 
1,440,000-ton level of 1981 to 1,100,000 tons in 1985. A second major 
change in the 1981 law was the suspension of peanut acreage allot- 
ments, thus enabling anyone to produce peanuts. 

That development provided vastly increased potential for the 
production of additional peanuts, or nonquota peanuts, for the 
export market. The production of such additional peanuts provides 
an avenue to ensure a continuity of supply of U.S. peanuts in the 
export market. 

Such assurance is essentially in continued expansion of export 
markets. The additional production also ensures a backup supply 
for any shortage of domestic peanuts. The loan rate for additional 
peanuts approximates world crushing levels. 

However, the grower may share in increased sales levels of such 
peanuts for either crushing or edible use through area-type pool ar- 
rangements operated by the area growers association in each of the 
Nation's three major peanut-producing areas. 

This provision in the law removes the cost exposure that USDA 
previously assumed in supporting production at the quota level 
from the entire farm allotment. At the same time, leeway is pro- 
vided for unlimited production of such additional peanuts. The im- 
plementation of this option by the grower in producing the **addi- 
tional" peanuts generally depends on his potential ultimate return 
from such peanuts rather than the loan level for additional pea- 
nuts. 

The present two-price program with a sharp reduction in quota 
production has substantially lowered program cost, but has at the 
same time provided flexibility for the prcSduction of additional pea- 
nuts to supply export markets. 

Under the provisions of the program, shellers can forward con- 
tracts for the production of such peanuts to be exported. At the 
same time, the basic elements of orderly marketing of the crop 
with effective quality control are retained. 

Program cost has been dramatically reduced by putting in place 
a strict poundage quota. A series of annual reductions in the quota 
has reduced the supply of CCC stocks of quota peanuts to only a 
fraction of the pre-1978 level. 

Cost of the 1982 crops is reported by USDA to be $4.2 million. 
The 1983 crop cost is expected to be even lower. CCC's management 
and administrative burdens with respect to handling and disposi- 
tion of CCC peanut stocks have been grossly reduced. 
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The two-price plan provides a vehicle for providing a continuity 
of supply of peanuts for export, although it involves somewhat 
greater financial risks for growers and handlers. The supply of pea- 
nuts to domestic consumers has continued in an orderly fashion 
except for the 1980 crop disaster. 

Objections to high quota leases have been satisfied to a large 
degree by severe restrictions placed on quota leasing, and unlimit- 
ed production by all producers is now permitted by virtue of acre- 
age allotment suspension. 

Since the framework of the present program provides an effec- 
tive vehicle by which the grower can best market his peanuts, pro- 
vides a means by which supply and demand can be controlled, pro- 
vides flexibility for production of peanuts for export markets for 
the more efficient growers, and provides a reasonable basis for fi- 
nancing the production and processing of the crop, we see only 
major disadvantages to any switch from the present program con- 
cept to an open-end, low-loan concept. 

For the record, it should be pointed out that the cost exposure of 
CCC has been reduced from 700,000 tons under the program prior 
to 1977 to an estimated 53,000 tons under the present program in 
1983, all of which are nonedible quality peanuts. 

The remainder of the more than 1.6 million tons of U.S. peanuts 
produced in 1983 are presently moving through domestic and 
export edible markets. 

Mr. Chairman, we would like to recommend for 1985 that the 
quota level be set at the domestic use, or no lower than 1.3 million 
tons, for 1986, and increased each year thereafter directly in line 
with any increase in domestic use. 

We need help in the area of the price support level for q^uota. As 
I have stated, in the present bill it is $550 per ton. This figure 
needs to be increased to be in line with production costs of produc- 
ers at this time. We would recommend an increase of approximate- 
ly 20 percent over the $550, which would put us in the $650 level 
for 1986. 

The remaining portions of the peanut bill, we would like to rec- 
ommend no change. Virginia Peanut Growers Association looks for- 
ward to working with your committee in putting together an im- 
proved agricultural program in 1985, and especially the peanut sec- 
tion of that act. 

We appreciate the opportunity given to us to make this state- 
ment today, and we appreciate again your being here. 

Thank you. 

Mr. Rose. Thank you, Mr. Russell Schools. 

We would like to hear any other comments that you would like 
to make this morning, Mr. Schools. 

Mr. Schools. We think that no other group of agricultural pro- 
ducers has worked harder and sacrificed more than the peanut pro- 
ducers in recent years to try to bring our costs down as far as our 
cost to the Federal Treasury. 

We think we have given, and given, and given. We think that the 
program under which we now operate could work. We don't think 
it has worked too well because I have many producers who are 
going broke. So something really needs to be done in the area of 
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price support, some way that they can make a profit and stay in 
business. 

Really, we recommend only two things for the upcoming peanut 
section of the 1985 farm bill: We think that quota should be in line 
with the domestic demand; and we think that the price of quota 
peanuts should be set sufficiently high that a producer can make a 
low profit. 

Exactly where that level is I don't know, maybe 20 percent more 
above where it is now. But we need to make a profit so that the 
whole industry can be healthy. For the remaining portion of the 
farm bill, we would like to recommend no changes. We have been 
working with all of the States — North Carolina, Texas, all of 
them — in tr3dng to get everybody to have a consensus of opinion 
among growers. 

Virginia Peanut Growers Association looks forward to working 
with your committee in working up the 1985 bill, and especially 
the peanut section. We appreciate the opportunity to be here today, 
and we thank you for coming, sirs, Congressman Rose and Con- 
gressman Jones. 

Mr. Rose. Thank you, Mr. Schools. 

We appreciate the help and input that you give us in our peanut 
legislation, and we appreciate your coming here today. 

We have one last official witness, and then we'll hear from 
others who have asked to be heard. The last witness on our printed 
witness list is Mr. William A. Robinson, Virginia Farm Bureau, 
from Skippers, VA. 

Mr. Robinson, we're happy to hear from you and have you 
present to us your statement. 

STATEMENT OF WILLIAM A. ROBINSON, CHAIRMAN, PEANUT 
ADVISORY COMMITTEE, VIRGINIA FARM BUREAU FEDERATION 

Mr. Robinson. Thank you. Congressman Rose and Congressman 
Jones. 

We appreciate the opportunity to be here and to come to express 
our views to you. Fm William A. Robinson, a peanut grower from 
Greenville County, VA, and chairman of the peanut advisory com- 
mittee of the Virginia Farm Bureau Federation. 

We appreciate the opportunity to express our views on the cur- 
rent peanut program and possible changes to it when the 1985 
farm bill is developed. There is no question that the peanut pro- 
gram has been one of the most successful programs authorized by 
legislation. 

It has served the interests of all segments of the peanut industry 
quite well over the years. The success of the program can be attrib- 
uted to the willingness of growers to make changes in the program 
which will provide stability and safeguards when problems develop. 

It is the desire of peanut growers that the basic features of the 
peanut program be continued: First, supply control through mar- 
keting quotas, and second, price supports through nonrecourse 
loans. Beyond this primary objective of greater market stability, it 
is desired that the program operate at the lowest possible cost to 
the Government, not interfere with U.S. competitiveness in world 
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markets, and not interfere unduly in individual farmer decision- 
making. 

Our peanut advisory committee met on February 13 with grower 
representatives from the peanut counties to discuss the current 
peanut program pertaining to retention or change in the program 
in regard to the 1985 farm bill. I believe results of this meeting will 
be beneficial to our organization in developing policy recommenda- 
tions for legislation in the 1985 farm bill. These recommendations 
are as follows: 

Retain national poundage quota and farm poundage quota; 

Retain provisions concerning import restrictions; 

Retain contract additional provisions; 

Retain immediate buy-back provisions; 

Retain provisions regarding the sale, lease, and transfer of quota; 

Retain provisions concerning the transfer of additionals to quota; 

Retain provisions concerning undermarketing of quota; 

Retain provisions pertaining to area pools and also regarding dif- 
ferentials; retain that provision. 

Regarding compliance and penalties: (a) that unintentional 
errors taken from year's quota not exceed 10 percent of next year's 
quota; (b) remove the penalty from unintentional errors on acreage 
certification. 

Regarding CCC sales policy, mandate in the law a minimum 
basis at not less than 85 percent of the quota-price; recommend 
that quota be established to meet domestic needs, but not less than 
1.3 million tons for the marketing year of 1986; use old method to 
apportion same, and develop a review system to estimate demand 
requirements and adjust accordingly; 

Recommend that the quota price support shall be set at not less 
than $652.80 per ton for the 1986 marketing year, and in succeed- 
ing years, that USDA use land-grant universities' figures only to 
determine the per ton cost of production, including the cost of land. 

And we oppose the no net cost concept. 

These recommendations will be presented to our State board of 
directors, the American Farm Bureau Peanut Committee, and will 
be used by our peanut counties in developing resolutions to be con- 
sidered at the Virginia Farm Bureau annual meeting in December. 

While there may not be total agreement on the specific changes, 
there is agreement that we must maintain a program so vital to 
the economic stability of producers, the business communities and 
the States where peanuts are produced. 

Congressman, it has been said and often repeated that growing 
peanuts and making the peanut program successful is a way of life 
in peanut counties but this is not entirely correct. It is life itself. 

Again, we appreciate the opportunity to convey our views to you. 

Thank you. 

Mr. Rose. Thank you. 

Do you have any questions. Congressman Jones? 

Mr. Jones of North Carolina. Mr. Chairman, I don't have any 
questions. 

Mr. Rose. Mr. Robinson, that's an excellent statement, very com- 
pact and succinct. If you would philosophize with me for just a 
minute, in your second paragraph you are talking about the pro- 
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gram, and you say: "It has served the interest of all segments of 
the peanut industry quite well over the years." 

We are having a hard time convincing some of the manufactur- 
ers that it helps them. When I was in Wakefield the other day, one 
of the manufacturers came up to me after the hearing was over, 
and he said that he was having a hard time convincing his business 
associates that it was right to pay one price in Virginia and Caroli- 
na for peanuts when they can go to Canada and get them a whole 
lot cheaper. 

Now don't get me wrong. Tm not taking up that argument. 
There is an effort being made at bringing our manufacturers and 
our growers a little closer together to understand one another a 
little better, but I have always submitted that we are so few and 
they are so many, and we have less to work with in terms of an 
economic basis than they do, that we have to work very hard to get 
this message across to the Congress. 

If you have any suggestions that you all develop between now 
and December on how we can do this, how we can convince our 
manufacturing friends that the program has in fact served their in- 
terests as well as ours, because I thmk it has, just let us know. 

Mr. Robinson. I think it has served their interests, and of course 
time has proved in the last few years that they can pay more for 
peanuts, and the consumers haven't really bucked on it too much 
when they have carried them to the marketplace. 

Really, I feel like we are the ones who have been keeping them 
in business with an added supply of peanuts and, of course, the 
only way that we can produce that added supply of peanuts, it has 
got to be profitable to us. 

You can't keep on farming like that. Of course, you like it, but 
there has to be a profit there eventually. I know in the supermar- 
ket business, they don't really worry about what they pay for it. 
Whatever it comes to them at, they put a percentage of markup on 
it, and the consumer pays that or either leaves it on the shelf. 

We don't always have that opportunity to go to the marketplace 
and tell the man what we're going to take for it. I think we have to 
try to work toward that to try to come up with a fair price where 
the farmer can get a profit and be able to do what he enjoys doing, 
plus make a living at it. 

Mr. Rose. Thank you very much, Mr. Robinson. I don't know if 
Congressman Sisisky is your Congressman or not 

Mr. Robinson. Yes, sir. 

Mr. Rose. He has certainly been a great addition to our efforts to 
keep the peanut program and the tobacco program. He is mighty 
worldly in the way of politics, and he's gotten involved very quickly 
in how the Congress works. I'm happy to have him on my team. 

Thank you, Mr. Robinson. 

Our next group of witnesses do not have prepared statements, 
but they are welcome. 

For a statement at this time, I would recognize Mr. John L. 
Parker. 
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STATEMENT OF JOHN L. PARKER, JR, PEANUT FARMER, 
COLERAIN, NC 

Mr. Parker. Congressman Rose and Congressman Jones, I appre- 
ciate you all being here today. I have great concern for the peanut 
program. I have worked for other commodity programs in the past, 
and continue to work for them. 

To do away with the peanut and tobacco programs would have a 
great financial impact on the farms of eastern North Carolina. 
Thank you both for being here today and getting the thoughts of 
the farmers in this area. 

Thank you. 

Mr. Rose. Thank you, Mr. Parker. 

Do you have any questions. Congressman Jones? 

Mr. Jones of North Carolina. No. Mr. Parker and I have been 
friends for a long time, and it's good to see you again. You have 
made a profound statement, that without our programs we're sunk. 

Mr. Rose. Right. Mr. Carlton Butler. 

STATEMENT OF CARLTON BUTLER, PEANUT FARMER, 
CARRSVILLE, VA 

Mr. Butler. Mr. Chairman, I am Carlton Butler, a peanut 
farmer from Isle of Wight County, VA. It is a pleasure for me to be 
here today to speak to you and Mr. Jones on what I consider some 
things that need to be done in the 1985 farm bill. 

I also appreciated the opportunity to speak to you when you 
were in Wakefield. Today I would like to look at this thing maybe 
in a little different way than what has taken place up until now. I 
would like to share with you some of the things that have hap- 
pened since the change of the peanut program in 1977. 

As most peanut producers in this room today know, back in 1977, 
we could sell all the peanuts we produced on an acre of land at 
$420 a ton. There was no two-price system. But since 1977— and the 
figures that I will be using are figures that were put out by land 
grant universities in Virginia — the cost of production in 1977 on an 
acre of peanuts, based on a 3,000-pound 3deld, was $381 per acre. 

Our cost on a 3,000-pound yield was $381 per acre. Our cost pro- 
duction projected for 1984 is $647 per ton. If you take the sales 
from an acre of peanuts, still using the 3,000-pound yield, in 1977 a 
farmer grossed $639 per acre gross sales. 

So if you take the gross sales versus the cost of production, you 
are looking at roughly $258 above cost of production. If you come 
up to the projected figures for 1984, and we're looking at roughly 
$720 per acre gross sales, it would be with a $647 per acre cost of 
production, and you are only looking at $73 an acre that he has to 
pay the rest of his bills, whether it be tractor pa)mients or what- 
ever. 

As you know, prior to 1977, we were tied in with the parity con- 
cept set at 75 percent. Had we stayed at the 75 percent parity con- 
cept today, our peanuts would be worth 33.75 cents a hundred. 
That translates to $675 per ton. 

Today we are projecting that our average prices for 1984 will be 
25 cents. That's taking the quota price, and the additional contract 



Digitized by 



Google 



21 

price, and that would come out to about $500 per ton. That puts us 
at 55 percent of parity. 

So over the period of the last 5 to 7 years we have dropped 20 
percent. As Mr. Schools said in his statement a while ago, we need 
20 percent more to get back to where we were in 1977. If you take 
this over the Virginia-Carolina marketing area, I think normally 
we produce around 350,000 tons of peanuts in the Virginia-Carolina 
area in a good given year, and if we sold those peanuts at $675 per 
ton, we would be looking at $2.3 billion coming into the Virginia- 
North Carolina peanut growers' accounts. 

If you take the 75-percent figure versus the 55 percent that we'll 
be selling this year, still using the 350,000 tons, we're looking at 
$1.7 billion. So we are $600 million short just in 1984 from what we 
should be getting had we stayed at 75 percent of parity. 

As Mr. Kitchin said in his statement, we are seeing a lot of farm- 
ers who are on the verge of bankruptcy. This is why we are seeing 
it. The two-price system alone in 1984 is going to cost the farmer 
$234 an acre. If there is any farmer sitting in this room today who 
has 100 acres of peanuts, come September and October when he 
starts selling his crop he'll actually be getting $234 an acre less 
money than he would have, had we stayed with the parity concept. 

Had we used a 6-percent increase since 1977, as is stated in the 
1981 farm bill, prices would be up to $600 a ton. The farmers are 
still having to sell $2 worth of our commodities, whether it be pea- 
nuts, corn, soybeans, hogs or whatever— we have to sell $2 worth in 
order to buy $1 worth of chemicals, fuels, and what have you. 

I would like to give you an example of what has happened to 
prices since 1977. For example, in 1977 diesel fuel was 47 cents a 
gallon. Today it's about $1.10. LP gas that would be used for drying 
our crop in 1977 was 34 cents. Today it's 80. 

Other illustrations that I would like to present would be in 1977 
a 100-horsepower tractor cost roughly $23,000. You could take the 
gross sales off of 37 acres and buy that tractor. Today you would 
have to take 52 acres gross sales to buy the same tractor. 

The tractor has gone up 60 percent, while the price of our pea- 
nuts has gone up probably 10 percent. Today, in order to buy that 
same tractor off the same 37 acres we would need $700 a ton sup- 
port price. A peanut combine in 1977, you could buy it for $8,590. It 
took 13 acres of peanuts to buy that combine. Today that combine 
is about $18,000. 

So it takes about 28 acres to buy it. I guess what I'm tr3ring to 
get across this morning is that until we get the prices back up in 
line with what we have to buy, we're going to continue going down 
instead of getting back up to a profitable level. 

Some of the things that I would like to see continued in the 1985 
farm bill would be to increase our quota back to 75 percent of our 
average farm base poundage, as was set from 1973 to 1977. If we 
continue the decreases each year, in another 3 years we won't need 
any quota because we won't have enough to really worry about it. 
Everything will be additional peanuts. 

We would like to see the support price set at 75 percent of parity. 
I would like to see the reinstatement of supply management. We 
know from what happened last year in the pig program what can 
happen from an oversupply. We have gotten to the point now that 
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we have to produce 4,000 pounds or 5,000 pounds of peanuts in 
order to make a profit. 

The same thing has happened to the corn grower. He has to 
make 200 bushels of corn now to make a profit. What happens 
when you have oversupply? You have cheap prices. We would like 
to see the carry-forward of undermarketings of quota in the event 
that some farmers have not been able to carry all of their quota 
forward. We would like to see that continued. 

We would like to see the area pools in the three areas main- 
tained. We are very pleased with the pools in the Virginia-Carolina 
area. They have shown profits just about every year. 

We would also like to see the import limitations stay the same. 

I guess, to kind of sum this thing up, I can't hardly grasp why 
agriculture, being the Nation's No. 1 industry, seems to always be 
treated as a second-rate citizen. 

Gentlemen, I thank you for your time. We feel like that if we can 
get a farm bill in 1985 that will go into effect for the 1986 crop that 
will put a profit back into agriculture, not only will the farmer 
prosper, but, also, so will the rest of the Nation, due to the fact 
that when we start back to buying tractors and pickup trucks, the 
people who are working with Ford Motor Co. will start producing 
more pickup trucks. John Deere will make tractors. It will just 
help everybody in general. 

Thank you. Congressmen. 

Mr. Rose. Let me say this. I'm very sensitive to what you have to 
say, Mr. Butler. Your last statement, I guess, is the best one to 
comment on— why is it that we find that agriculture gets treated 
as a sort of a red-headed stepchild in this country when it is our 
most important industry? 

There are 435 of us who meet every day in a big room up in 
Washington called the Congress. There are fewer and fewer of us 
who represent farm areas, because farmers are becoming fewer and 
fewer. I am all for mass-production techniques, but sometimes I 
think we have fooled ourselves into thinking that we can produce 
more, more, more, and more, and it's going to necessarily get 
better. 

You know, they think that way sometimes out in the Midwest. 
We down here in the East know that you have to have production 
controls. But I get with some of my friends on the Chicago Board of 
Trade every now and then and say: "You guys are getting rich and 
my poor guys are down there working their heads off and their 
hands blcKDdy to make stuff cheaper and cheaper and cheaper so 
you can contract it somehow and make some money on it." 

You ought to come up to Washington sometime and spend about 
a week sitting up in the gallery and watch what we have to put up 
with and deal with to get our messages across about agriculture. 
Every Senator — and there are 100 of them — every Senator has 
some farming. 

I can't think of any State — even New Jersey, there's big agricul- 
ture in southern New Jersey — every Senator knows about agricul- 
ture. But not every Congressman knows about farming and about 
agriculture. So getting people to listen to us and to vote for our 
concerns is getting tougher. Maybe you ought to watch C-Span if 
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you have a cable TV, or get you one of those dishes out in your 
backyard 

Mr. Butler. I can't afford one of those with the prices Fm get- 
ting for peanuts. 

Mr. Rose. Well, $1,000 can get you a backyard dish, and you 
could watch the problems that we deal with. I'm not making ex- 
cuses, because like an old Indian friend of mine said once, he'd 
seen a lot of lightning and heard a lot of thunder, but hadn't seen 
much rain. 

You all are looking for rain, and I know that. I go back to the 
dairy farmer. The dairy farmer does not have the luxury of time 
when he produces a product. He's got to have an immediate 
market for it. He cannot sit around and let his product be in a silo 
somewhere until somebody decides what they are going to give him 
for it. 

So he has gotten very politically active. I would just say support 
your growers' organizations and encourage your coorganizations to 
get as politically active as they possibly can in electing and keeping 
in office people who can produce votes for you in these programs. 

I agree with everjrthing that you have said, and I hope that in 
the 1985 farm bill we are going to be able to make a step in the 
direction that you have indicated. 

Mr. Butler. I think it is an educational process for everyone to 
administer, not only from the farm level, but I'm sure that you are 
doing it when you meet the Congressmen from Philadelphia and 
places like that. You tell them the importance of agriculture, not 
only to North Carolina and Virginia, but to Philadelphia, because 
when the farmers go out of existence, there will not be enough food 
in this country to feed the United States and the other Third- 
World countries. 

I think it's getting closer and closer to that point. 

Thank you. Congressman Rose. 

Mr. Rose. Thank you, Mr. Butler. 

Mr. Richard Turner. 

STATEMENT OF RICHARD L. TURNER, PEANUT FARMER, NORTH 
CAROLINA AND VIRGINIA PEANUT COALITION 

Mr. Turner. I am Richard Turner, representing the North Caro- 
lina and Virginia Peanut Coalition. You may recaJl in Wakefield it 
was the Virginia-North Carolina Peanut Coalition, but we're glad 
to be here. There are three major words that I want to talk about 
today. One is unity. 

I think we have heard from a majority of the speakers here 
today that the peanut industry is working in our behalf. We are 
trjdng to modify our positions in working with a unified effort. I 
think the Peanut Council, the one that met in Alabama this year, 
the theme of that meeting, or conference, was unity. 

So I think that there is a theme, and we have seen the light, not 
only from the growers, but from the manufacturers and from the 
shellers, that we need to work in that direction. We are not alto- 
gether positive in the same direction yet, but that is a theme that 
we are working on, unity. 
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The second thing is stability. The coalition in 1981 was begun 
from the standpoint that in 1980 you are well aware of what hap- 
pened in prices of peanuts. The stability of the industry was 
shaken. The same year, in 1980, when there were testimonies given 
that we could not stand any increase in price from the $450 level to 
$500, those same people ended up paying $800 and $900 a ton due 
to economic conditions of the industry. 

That was not a favorable condition, and the coalition banded to- 
gether to try and bring about a stability in price. If you recall, the 
$600 contract was put on the table by planters and other shellers, 
and went in the same direction, but the success of that year was 
not by the coalition. 

The success was that the farm groups throughout the area of 
Virginia and North Carolina did stand up and support and work 
together, even though the coalition was maybe the tool that was 
used for pricing the product, but the success of that coalition, as 
with all farm organizations and most of them represented here 
today that did support that direction and knew that the third word 
we need to talk about today is profit. 

The farm industry today — and we're not just talking about 
peanut farmers, but we're talking about the farm industry today is 
in a depression. I am also a farm machinery dealer, and if you 
think farming is bad, you should get into farm machinery. 

Gentlemen, in that industry there are more farm machinery 
dealers closing up this year than in the past 50 years. We are an 
agribusiness. We spoke awhile ago of how do we get out story 
across to the other 400 and some people who are not in the farming 
business. 

They are in agribusiness, and if they don't think so, let them 
wake up in the morning and decide what they're g:oing to have for 
breakfast. We need to tell the story that the stability of our econo- 
my in the farming industry carries over to the farm machinery 
dealer and right on down the line. 

The agribusiness industry is the biggest in the world, and I hope 
and I think the success of stability in this industry revolves around 
not only the peanut growers getting together, but it revolves 
around that industry getting together. 

If they have the same load on them that the farm machinery 
dealer has, that's what I told Massey-Ferguson — you mentioned 
John Deere awhile ago, but everybody's got to sell tractors if you're 
going to stay in the business, and if we're going to sell a tractor, I 
sold a few last year, or year before last, that I wasn't supposed to 
sell, because that farmer in 1977 that had his farm paid for and 
was cruising along making a living, in 1984 they sold him out, sold 
his house out, sold his farm out, and I repossessed his farm ma- 
chinery, or part of it. 

Gentlemen, we are in a situation here, and we know that. We 
support the programs that have been presented here today. But we 
also would like to work, and will work any way we can, to tell the 
story to America that the farmer needs a profit, and without a 
profit we can't stay in business. 

The problem is that — I spoke about this in Wakefield — that if I 
gave Congressman Jones a cow today and, as one of these gentle- 
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men might tell it later, if she was willing to be bred that day, it's 3 
years before you ever get beef to the table. 

So this thing does not happen overnight, but it's at a point of de- 
pression right now, and we need your help. We thank you for your 
support in the past, and we appreciate your help that you are 
going to give us in the future, and may God bless you. 

Thank you. 

Mr. Rose. Let me say this. You had three words to give us, and 
your last word was profit. I would give you two words back on 
profit, and I have condensed this from 12 years of being in Con- 
gress. To increase your profit, you are either going to do one of two 
things. You are going to lower your cost of production, which is vir- 
tually impossible to do, or you're going to increase your political 
might. 

Increase your political might is the way to go. You can do that to 
help us fight your battles for you in Washington. We are few, but 
with your help and with the organization of strong peanut growers, 
we can do more than we can with you just hollering at us. I don't 
mind you hollering at us. 

Mr. Turner. I didn't mean to be hollering at you, Congressman 
Rose or Jones. 

Mr. Rose. No; I know that. 

Mr. Turner. I just get a little excited when I start going broke. 

Mr. Rose. That's what we're paid for. As somebody said, you've 
got a right to cuddle your own country and your own jackass, you 
understand. You can kick us any time you want to. That's what 
we're hired to do. 

Mr. Turner. Wait a minute. I certainly didn't mean to kick 
anyone. You're our friends. 

Mr. Rose. You can help us be stronger politically for you in 
Washington, and work within your own associations to do that, and 
we'll get this job done for you. 

Mr. Turner. I would like to make one last comment in closing, if 
I might. I hope that I didn't come across as kicking you. I come 
across as pushing you to support you in any way we can. 

Thank you. Congressman Rose and Congressman Jones. 

Mr. Rose. Hold up a minute, Mr. Turner. Congressman Jones has 
a question, I believe, or a comment. 

Mr. Jones of North Carolina. I would like to make a statement, 
if I might. There is one thing that has concerned me since I have 
had the privilege of being in the Congress, and I'm sure it concerns 
Chairman Rose, as well as many others. With the agricultural pro- 
fession, or farming, or whatever you want to call it, that is the only 
part of our economy which does not set the price of its product. 
They take what's given. If you can sell that to Massey-Ferguson — is 
that your line? 

Mr. Turner. That's fine. It's one. 

Mr. Jones of North Carolina. If you can sell that to them and let 
them pass it on to their representatives, whether they be from 
Ohio, Pennsylvania, wherever, we might be getting somewhere. But 
to me that's the bottom line of all of your problems, the fact that 
the system to which we have become accustomed, and it's going to 
be very difficult to change, is that you have no right, or no oppor- 
tunity, as a producer to set the price of your product. 
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You take what's given. Utilities are guaranteed a profit. The 
motor companies, if they do not make a profit, they do something 
else, but not the farmer. It's what will you give me? 

Mr. Turner. I think that the organization that I represent here 
today, in the coalition and in negotiating with the shellers — and I 
see many of the shellers here — they were very fruitful from the 
standpoint that we better understand our position, and they better 
understand ours by sitting down across the table and negotiating. 

As you have well said, we can no longer stand the tremendous 
amount of overhead and cost to the professional farmer today. We 
no longer stand in the marketplace and say: "What will you give 
me?" We've got to spend part of our time producing it, but we've 
got to spend one heck of a lot more time getting a price for it. 

Thank you. 

Mr. Jones of North Carolina. Let me add this, Charlie, if I 
might, because this to me is the nuts and bolts of this whole meet- 
ing, is getting to a point in time where the producer can at least 
operate at a break-even figure, which the producer is not doing 
now, as you well know, due to the mortg:ages and foreclosures. 

We get cases every day, and it is disturbing, but you need to 
move out a little beyond the peanut associations, as great as they 
are, into the entire agribusiness concept — the fertilizer dealers, the 
financing agents or whoever it might be — in a large collective ap- 
proach to this thing of trying to find some means or forms under 
which you and other peanut producers will at least be guaranteed 
a break-even figure for your time, your labor, and your efforts. 

Mr. Turner. Thank you. Congressman Jones. 

Mr. Rose. Thank you very much, Mr. Turner. 

Now, Lynn Anderson, we would like to hear from you next, 
please, sir. 

STATEMENT OF LYNN ANDERSON, PEANUT FARMER, TARBORO, 

NC 

Mr. Anderson. Good morning. Congressman Rose and Congress- 
man Jones. I appreciate you all letting me have the opportimity to 
come down and speak to you today. I had the privilege of being in 
Atlanta this past Friday for Secretary Block's hearings, and I 
heard the concerns that have been expressed here this morning 
from people from about 11 States. 

Agribusiness — and indeed our economy — is in trouble because ag- 
riculture is our largest industry. I would just like to echo some of 
the things that Carlton Butler and these other people were saying, 
that those facts just underline the possibilities that face us if we 
don't get our house in order. 

I am Lynn Anderson, a peanut producer from Edgecombe 
County, NC, and I deeply appreciate the opportunity to come 
before you today as a farmer from North Carolina to express my 
concerns and hopes for the legislation in the 1985 farm bill. 

My father and I are directly involved in the production of tobac- 
co, peanuts, cotton, corn, soybeans, and wheat. However, today I 
would like to focus attention on what we feel are three vital points 
concerning the future of peanut production in our area, the Virgin- 
ia-Carolina peanut-producing area. 
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My father is 81 years old, and he loves the land, and he has seen 
times without programs which created quotas, and price supports, 
and he has continued to farm under the present laws. Last night 
he reminded me of what the boom-and-bust years were like in the 
peanut industry before the inception of the quota system. 

It is his opinion, and also, I believe, that of most of the peanut 
growers in the Virginia-Carolina area, that without the present 
structure in the peanut program, which lends itself to stability and 
reliability both for the grower and consumer, without this program 
there would be again a situation of overproduction, and therefore 
nonprofitable price levels, which would in turn lead to severe pro- 
duction cutbacks, which would mean higher product prices for the 
consumer, an inconsistent peanut supply for the industry, and a 
negative signal to our export markets as to our ability to provide 
their demands. 

With this possibility in mind, I would like to make three points 
for your consideration before the formulation of any changes which 
might adversely affect the future of our present peanut program. 

One, peanut growers need the present quota and price support 
system, which hopefully in the future will reflect the actual cost of 
production. Because of our inability to bargain for our prices, as 
Congressman Jones just mentioned, there are limited numbers of 
buyers of peanuts in our area, which also restricts competition and 
bargaining positions, and by assuring the grower a profit for the 
production of quota peanuts, we can assure a steady, reliable 
supply of quality peanuts for both domestic consumption and 
export demand. 

It takes a professional to understand how to store peanuts, and 
this also leads to the inability to store them and bargain for them, 
as we do in corn and grains, from one year to the next. 

Two, there are three major types of peanuts produced in the 
United States. Because of historical quotas, we have a balance of 
these t3rpes to meet market demand. We need to preserve this 
system of quotas for each t3rpe to prevent overproduction of one 
type encouraged by premium prices in one year, therefore causing 
the planting of an awful lot of those and therefore a shortage in 
the other types. 

Three, I think this is the most important, the land values are di- 
rectly tied to the present quotas of peanuts on each farm. The 
elimination of the quotas and a reasonable pricing system would 
severely reduce the price of land in all peanut-growing areas. This 
would lead to a mass of over-leverage farmers, which of course 
would mean bankruptcy. 

This loss of peanut farming and peanut equity in the land in our 
area would cause drastic changes in our land tax structure, and di- 
rectly place the burden of lost taxes on all the taxpaying public. 
Unemployment would also result. 

One last point. I was sitting back there a few moments ago and I 
jotted this down. I know you have lots of things thrown at you 
every day, both from your other 433 fellow Members, but this 
budget deficit is just killing us, as I know you both know. 

But I just wanted to get it out of me and say it. This obviously 
places a tremendous burden on all Americans. It chokes the peanut 
farmer in the high cost of borrowing money. It chokes off exports 
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because of the high value of the dollar, and it causes a slowing 
down of consumer demand for our products. 

This is the most serious point of potential disaster for farmers in 
our economy. This huge deficit must be brought under control if we 
are to have any hope for agriculture in the future as we know it 
today. 

Congressman Rose and Congressman Jones, I sincerely appreci- 
ate your presence here today to listen to the concerns of all seg- 
ments. The peanut farmers in the Virginia-Carolina area hope you 
and your staff will carefully consider our dependence on the 
peanut program, with the quota and fair price system. We wish 
you the very best, and thank you for your efforts. 

Mr. Rose. Thank you very much. That was an excellent state- 
ment. We're glad to hear from you. 

Sam Worthington, Jr. 

STATEMENT OF SAM W. WORTHINGTON, JR, BERTIE COUNTY 
DELEGATE, AMERICAN AGRICULTURE MOVEMENT 

Mr. Worthington. Mr. Chairman, Congressman Rose, Congress- 
man Jones, I was asked to come over here, as I understood it, to 
talk on what I thought should be our input on the 1985 farm bill in 
general terms. 

However, last night I found out it was specifically peanuts. But 
today I would like to go a little further, if I might, and I would like 
to talk a little about agriculture and economics and have peanuts 
as the central theme of what I'm going to say. 

As Fve already said, I appreciate being asked to come over here 
from Bertie County and give my views on the complex problems of 
agriculture, their solutions, and what measures should be included 
in the 1985 bill. I do marvel at my own nerve to attempt such a 
thing in the presence of you gentlemen, Mr. Rose and Mr. Jones. 
You are so much more knowledgeable than I ever hope to be. 

The dominating idea, the chief directive, the key philosophy of 
the 1985 bill should be, in my opinion, assured fair prices on all 
major commodities for the American farmer. This is an absolute 
must. Why? Because by all the rules of justice and equity, today's 
farmer needs, deserves, and is entitled to such a consideration. 

Certainly if any segment of the Nation's work force deserves just 
compensation, it is the farmer. Why should public utilities produc- 
ers be assured of a fair return every year and not the American 
farmer? Are telephones and gas any more necessary than food and 
fiber? 

We think not. Moreover, the farmer's profit dollar, when he has 
had one, has done more over the years to spark the economy and 
revitalize it than any other factor, unless it has been war. He is the 
largest consumer, the largest customer, of American industry. 

He is the most important gentleman to American business. And 
most importantly, lest we forget, hundreds of thousands of young 
men would be farmers, but are completely turned off today at the 
prospect of farming under the present conditions. 

No wonder we read that the family farm is fast disappearing. 
What a regrettable error in our democratic way of life, to force out 



Digitized by 



Google 



29 

the family farmer and the individual farmer, many to go on wel- 
fare and bring in corporate domination. 

But I submit that assured fair commodity prices will largely re- 
verse this highly undesirable trend to bigness and monopoly. That 
is obviously what is so sorely needed today to preserve our Ameri- 
can way of life. 

Thus we would suggest that the greatest contribution we, the 
farmers of the Southeast, can possibly make to the public welfare, 
including our own, is to convince our lawmakers and the farmers 
of the West, the Midwest, the Great Plains and the Deep South, of 
the efficacy of our supply management and price support program, 
tried and proven in the Southeastern United States for over 40 
years in the case of tobacco and peanuts. 

I wonder how many of us would continue farming in eastern 
North Carolina today if there were no price assurance for these 
commodities. I would hesitate to even make a guess. 

During the 1950's, 1960's, and 1970's, we were told that over 3y2 
million farmers outside the Southeast, largely feed grain producers, 
went bankrupt, chiefly because of the low cost of production prices. 
What greater proof do we need of the ineffectiveness of the so- 
called market-oriented prices for agricultural producers. 

Finally, I want to emphasize that we do need greater support 
prices if it's possible on our peanuts. We need to increase, if possi- 
ble, our quota. I think, as I have already said, that the greatest 
service we farmers of peanuts can do is to point out to others the 
^ efficiency of our program and the necessity of having such systems 
^ in all basic commodities. 

I want to thank you. Congressman Jones and Congressman Rose, 
for your patience and consideration of these remarks from the 
grassroots of Bertie County. 

Mr. Rose. Thank you, sir. That was an excellent statement, and 
we appreciate it, sir. 

Our next witness is Mr. Wade Fergerson. 

STATEMENT OF C. WADE FERGERSON, PRESIDENT, GREENVILLE 

FEED MILL 

Mr. Fergerson. Congressman Rose and Congressman Jones, our 
fine agricultural leaders of North Carolina, I wanted to get the 
record straight. I am from Virginia, but I own more land in North 
Carolina than I do in Virginia, so you're my men. 

Mr. Graham. I just wish you could vote for us. 

Mr. Fergerson. I don't want the folks in North Carolina to think 
that Tm coming over here to tell them what to do and how to do it. 
ru tell you before I quit how to do it. But let me go back a little 
before I start telling you how to do it. 

You know the problem. That's a known fact. You know the prob- 
lem. We cannot, in these United States and in Virginia and North 
Carolina — a few years ago we had some good Congressmen, we had 
some good Senators, but we don't have them now — there are very 
few that we have left to do anything with agriculture. 

Norman Sisisky is a very fine man, but he makes Pepsi-Cola and 
beer. Very little of it comes from agricultural products, but he will 
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do what we say do because we're the ones that put him there and 
we're the ones that are going to get rid of him. 

So he's going to try to do what we say do. I remember a few 
years ago, we had Senator Rollins and some other folks, and we 
didn't have to run to North Carolina to ask you, but now we need 
some help. 

Three out of four farmers in Virginia are broke. When I sav 
"broke," I mean broke. They owe so much money that they can t 
produce enough to pay the interest. That's what I call broke. 

There's no way under the Sun that they can survive under the 
Peanut Program we've got now if we don't do something about it; 
61 percent of parity, they can't make it. 

Cattle are only bringing about half today what the parity is. 
Hogs are bringing a little less than half. Wheat is bringing less 
than half of what the parity is. There's no way under the Sun that 
you can produce that and survive. 

A few years ago we had our wives at home, and we expected 
them to be dressed and shine our shoes, and they did that because 
we were looking after them. Today they're out on the tractor, or 
the truck, or gone off with another man, in a whole lot of cases, 
because the service station worker can do more for them than the 
farmer today. 

We drove down through a section of Greenville County, coming 
over here. Most of the folks in that section, their wives have left 
them. They're separated, staying with another woman and she was 
sta3dng with another man, because they couldn't survive on the 
farm, and this is sad. 

There's only one way we can correct this. Any support price on 
anjrthing, when it drops below 75 percent of the parity, we're in 
trouble. Anj^ime we try to set a program that's below 75 percent of 
the parity, it's like spitting in the ocean and expecting it to rise. 
You can't spit in the ocean and do any good. Anjrtime we go below 
75 percent of the parity, it's just like spitting in the ocean. 

Let's take peanuts, since that's what we're here for. That's a 
good setup. But what did they do? They reduced them 5 percent 
the first year, so we had 95 percent of what we had. The next year 
10, and on down. 

Now we've got about 50 percent of what we had. The rest of 
them we grow to ship out of this country. We're either mad with 
everybody in this country or they haven't got the money to pay for 
them, so we get it reversed around due to buy back. 

So we're not talking about the 50 percent. We're talking about 
the whole thing can be used right here in this country. But if it's 
based on cost, and cost for 3 or 4 years ago is cost, and they have 
reduced them two or three times since then, how can they say that 
that's cost when everything else has been going up? 

I don't understand that. It's gone up at least 25 percent of every- 
thing we have to lease in the last 3 or 4 years. But our peanuts 
have been reduced, even reduced this year in Virginia $13 a ton, I 
understand. 

But if they were at cost last year, then we're $13 a ton less than 
cost. Then when you turn around and convert them back through 
the buy back, they get all the peanuts we grow if they want to at 
cost. So how do we get any money to keep our wives at home? Most 
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women want to wear shoes. Back in 1932 some of them didn't have 
shoes, but now everybody's been educated to wear clothes, and 
wear good clothes. 

All Tm sa3dng is, we're talking about peanuts, or we're talking 
about corn, or we're talking about tobacco, and any time you set 
the cost and any time you go below 75 percent of parity, you 
haven't got cost. You can't have cost. 

I don't know who's getting these figures, but most of the time 
when these people get the figures up, they're making $40,000 or 
$50,000 a year. These folks we're talking about, there are some 
folks in Virginia who have not made anything in the last 3 years, 
and lost 10 percent each year of what they had. 

Now, these are national figures I've got here on this paper. If 
anybody in this room thinks they're smart enough to produce pea- 
nuts or produce anjrthing and make money like it is now, I want to 
talk with them, because they know a whole lot more than I do. 

In 1932 we were all dumb and didn't have any education, but 
today everybody's smarter than they've ever been in the history of 
this country. If farmers weren't smart, I don't believe they would 
have started figuring below 75 percent of the parity, because it 
takes a smart man to do something with less than 75 percent 
parity. 

They must think they're right smart. Somebody said the other 
day the farmer just doesn't keep records and doesn't keep up with 
what he's doing. You only keep up with what you're doing when 
you're making money. When you're losing money you can't keep 
up with what you're doing. 

I do know we've got some of the best people, Mr. Graham over 
here is considered one of the best in the United States and in his 
State, but what are they doing for us? Do you see what I'm saying? 

When you come right down to the bottom line, what are they 
doing for us? Last week I went to Richmond to talk to Dr. Venine, 
and I asked her to appoint a committee to coordinate all these or- 
ganizations and commodity groups. 

I don't know how many we've got, because every time I get a 
letter it says: "Pay 2 cents more per pound or something for tax." 
But if I understand it rightly, our folks in Virginia and on over in 
North Carolina say: "We don't know how the Congressmen can go 
to Washington, and no association we've got, and lobby." 

That's the law, any tax collection cannot be used for lobbying. I 
haven't ever seen anybody do much standing out behind the door 
in the hall. They have to get in there where they can look at the 
folks. There's no need to go up there and worry yourselves to 
death. 

But if you can't get as much as 75 percent of parity, there's no 
use in worrying yourself to death trying to get nothing less, be- 
cause that isn't going to help us. 

Thank you. 

Mr. Rose. Thank you, sir. It's good to hear from you. It's always 
good to have some Virginia wisdom. My daddy used to tell me if 
you could buy a Virginian for what he's worth and sell him for 
what he thinks he's worth, you'd be a rich man. 
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I love to hear that Virginian accent, and Mr. Wade Fergerson 
was at my last hearing, and I hope we will announce our schedule 
for Georgia so you can come down there too, Mr. Fergerson. 

Wade, you know I was teasing. I love to hear your unique point 
of view, and you're right. If we can't get 75 percent of parity, we're 
wasting our time. 

Mr. Fergerson. I always hoped I'd go to heaven, but the last 3 
years I think I've spent close to hell. We need your help, sir. Thank 
you. 

Mr. Rose. For the record, would you state your name and where 
you are from, sir? 

STATEMENT OF E J. BURGESS, PEANUT FARMER, PENDLETON, NC 

Mr. Burgess. I'm E.J. Burgess, from Pendleton, NC, and I'm a 
peanut farmer. I want to say that there have been a lot of good 
statements made here today. I think the industry has got to be to- 
gether in order for us to survive. 

But what I want to say is for you, after you have written the 
1985 legislation, if you see that the interpretation as it goes into 
the handbook — that's the most important part of it all. I would 
readily recommend to you and to the Secretary that they get vital 
people to help to interpret the law after it is written, because this 
is where we get in trouble or we make money. 

Thank you. 

Mr. Rose. Thank you, Mr. Burgess. 

I want to thank all of the witnesses who have testified today, and 
Congressman Jones for inviting us into your district. We appreciate 
this opportunity. I want to thank Fleet Scruggs of the North Caro- 
lina Peanut Growers Association for all of his hospitality and for 
helping make this hearing possible. 

This is a good start, folks. This is bedrock stuff for us, and we 
won't forget it. We'll take it back to the Tobacco and Peanuts Sub- 
committee. Walter Jones, Charlie Whitley, and I are from the 
Carolina- Virginia areas, but we also have Georgia, members on the 
subcommittee from Texas, and Oklahoma. 

So we pretty well cover all three regions that Lynn Anderson 
was talking about, and we are going to be concerned to try and 
bring all that together, but remember this is home. 

Is there anjrthing you want to say, Mr. Jones? 

Mr. Jones of North Carolina. I want to thank you, Mr. Chair- 
man, for coming into the great county of Hertford, and Ahoskie, 
NC. If we have done nothing else here today, we have gotten 
across, I hope, the tacit understanding that we cannot fight the 
battle alone. 

We've got to move out to all segments of the agribusiness econo- 
my and get everybody under the tent to where our voices will be 
heard. If we leave you with that, then this meeting has not been in 
vain. 

Thank you, Mr. Chairman. 

Mr. Rose. Thank you, Mr. Jones. 

Without further comment, thank you all for being here. The sub- 
committee will stand adjourned. 

[Whereupon, at 11 a.m., the hearing was adjourned.] 
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LONG-TERM FARM POLICY TO SUCCEED THE 
AGRICULTURE AND FOOD ACT OF 1981 

(Peanut Price Support Program) 



FRIDAY, JUNE 1, 1984 

House of Representatives, 
Subcommittee on Tobacco and Peanuts, 

Committee on Agriculture, 

Albany, GA. 
The subcommittee met, pursuant to notice, at 10 a.m., in the 
Albany Civic Center, 100 West Oglethorpe Boulevard, Albany, GA, 
Hon. Charles Rose (chairman of the subcommittee) presiding. 
Present: Representative Hatcher. 
Staff present: Joan Teague Rose. 

OPENING STATEMENT OF HON. CHARLES ROSE, A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF NORTH CAROLINA 

Mr. Rose. The Subcommittee on Tobacco and Peanuts will please 
come to order. We are very happy today to be in the Albany Civic 
Center in Congressman Charlie Hatcher's home district. We appre- 
ciate the invitation to be here and we very much look forward to 
listening to a good list of witnesses. 

I do not have to remind you that in 1985 we will have to pass 
another farm bill. The last time we passed a farm bill was in 1981. 
It was a 4-year bill. In 1985, it will have to be rewritten and the 
Peanut Program is a major part of the 1985 farm bill. 

What we are doing today and what we would like to hear from 
here, is your thoughts and ideas about the current Peanut Price 
Support Program, and any suggestions you can give to Charlie 
Hatcher and me about what we should do in 1985. 

Congressman Hatcher and I are members of the Tobacco and 
Peanuts Subcommittee. It has been my pleasure to be chairman for 
the last 2 years. Charlie has impressed upon me how important a 
strong peanut program is to this part of Georgia and to all of you 
that are here today. We are going to do everything we can to con- 
tinue a strong peanut program and, if possible, even strengthen the 
one we have, but we need your input and we need your thoughts 
on it. 

It is a pleasure to serve with Charlie Hatoher. We are very few 
in number in the House, those of us who represent tobacco and 
peanut areas, and we have to be especially alert and keen to do 
missionary work with the uneducated in the House who do not 
know anything about the problems of growing peanuts and who 
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need our support for programs and problems that they have in our 
district. 

Your Congressman has been especially useful and helpful in not 
only being a strong supporter of the peanut program, but in doing 
a vast amount of missionary work with other Congressmen who do 
not know about our particular problems. That is the way we keep 
these problems in place, and that is the way we will improve them 
in the future. 

Before we call our first witness, I would like to recognize your 
Congressman, Charlie Hatcher, and ask him to make any comment 
he would like to make. 

OPENING STATEMENT OF HON. CHARLES HATCHER, A 
REPRESENTATIVE IN CONGRESS FROM THE STATE OF GEORGIA 

Mr. Hatcher. Thank you, Mr. Chairman. I would like to thank 
you for being here and welcome you to Albany and southwest Geor- 
gia. 

This is the largest peanut-producing congressional district in the 
Nation, as you know, and I think it is very appropriate to have the 
hearing here so that we can receive input from people who really 
depend on the program. 

It is a very important — you said it is going to be a major part of 
the farm bill. It is going to be the major one, as far as I am con- 
cerned and as far as these people are concerned, trying to continue 
the peanut program. 

I would like to mention to everybody before we start that at noon 
we will have a barbecue luncheon in the main arena sponsored by 
the Georgia Peanut Commodity Commission, the Southern Peanut 
Warehousemen and Southeastern Peanut Association. All of you 
are welcome to stay for that. 

Mr. Rose. Thank you, Charlie. One other thing that I am sure 
you are aware of, those of you that read the Peanut Farmer Maga- 
zine that is pretty widely distributed now among peanut growers, 
there is a group of farmers in west Texas, up around a place called 
Seminole, TX, who are interested in growing peanuts outside the 
peanut program. 

A couple of us have been down there to look at what they are 
doing. 

I was down there several months ago and saw a rather interest- 
ing farm operation. It is all irrigated, but thousands and thousands 
of acres of peanuts are being grown there of very different tjrpes, 
almost all kinds of peanuts are being grown. 

I saw Carolina- Virginia-tjrpe peanuts being produced, not as big 
as what we traditionally call Carolina- Virginia peanuts, but these 
people are growing peanuts right now for the export market and 
selling them under contract for edible consumption in Europe. 

One of the things that they want is the right to transfer allot- 
ments across county lines because the traditional peanut growing 
areas of Texas have not had the kinds of yields that they could 
produce in this panhandle section of Texas. 

That is a problem that Congressman Hatcher and I are going to 
have to deal with as we approach 1985. 
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Remember I come from a State that is just as reliant on a peanut 
allotment program as Georgia, and I am certainly interested in 
protecting the traditional peanut system. So with that in mind, let 
us get started. 

Our first witness is Mr. M.L. Miller, representing the Georgia 
Peanut Commodity Commission. 

STATEMENT OF M.L. MILLER, CHAIRMAN, GEORGIA 
AGRICULTURAL COMMODITY COMMISSION FOR PEANUTS 

Mr. Miller. Mr. Chairman and members of the subcommittee, 
my name is M.L. Miller, a peanut grower and farmer from Bulloch 
County, GA, and chairman of the Georgia Agricultural Commodity 
Commission for Peanuts. 

In behalf of the 12,000 Georgia peanut producers, I wish to ex- 
press appreciation for the opportunity to appear before the subcom- 
mittee to present our views on the current peanut program and the 
t)rpe of program we would like to see Congress enact next year in 
the 1985 farm bill. 

As you know, peanuts are a vital component of the agricultural 
economy of our State. Georgia produces some 45 percent of the Na- 
tion's peanuts; this commodity is grown commercially in some 75 
counties, almost half of all the counties in Georgia. 

Peanuts constitute our State's leading cash crop, with a farm 
value of $360 million last year. When an economic multiplier of 7 
is applied to the farm value, peanuts contribute more than $2.5 bil- 
lion annually to the Georgia economy. 

Thus, Mr. Chairman and members of the subcommittee, you can 
readily see why peanuts — and the peanut program — assume a spe- 
cial magnitude of importance here in Georgia. 

The message we would like to send to Washington, through your 
subcommittee, is that the peanut program works. It has had a sta- 
bilizing influence on every State, county, community, and family 
farm involved in peanut production. The peanut program has 
maintained farm prices at higher levels than would have prevailed 
without the program. 

Over the years, the program has provided a continuous supply of 
reasonably priced peanuts to the market while maintaining net re- 
turns to producers at satisfactory levels. 

However, due to increased program costs that resulted from the 
statutory minimum support level of 75 percent of parity and a min- 
imum national acreage allotment of 1.6 million acres, the program 
was amended in 1977 to deal with these two provisions, as well as 
with other aspects of the law. 

In 1981, Congress enacted further modifications to assure a con- 
tinuation of program cost reduction and to suspend acreage allot- 
ments in order to permit production of peanuts by anyone wishing 
to do so. 

The 1981 modifications established a minimum support level for 
quota peanuts at $550 per ton for the 1982 crop to be increased up 
to 6 percent in subsequent years, as costs of production increased. 

For the record, we would like to point out that the U.S. Depart- 
ment of Agriculture changed the formula for determining cost of 
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production in 1983; the new formula grossly distorts some cost 
items when comparisons for the 1982 and 1983 crops are attempted. 

We believe the change in cost of productions formats is not in 
keeping with the intent of Congress in passing the peanut title of 
the Agriculture and Food Act of 1981. 

We applaud the efforts of this subcommittee and Chairman Rose 
in bringing our objections to what was done to the attention of the 
Secretary of Agriculture. 

The 1981 law also reduced the national poundage quota from the 
1,440,000 ton level of 1981 to 1,200,000 tons in 1982. The quota re- 
duction continues through the life of the current law to 1.1 million 
tons in 1985. Another significant change in the 1981 law was the 
suspension of peanut acreage allotments, thus enabling anyone to 
produce peanuts. 

The production of additional, or nonquota, peanuts provides an 
avenue to insure a continuity of supply of U.S. peanuts in the 
export market. Such assurance is essential to the continued expan- 
sion of export markets. 

The additional production also insures a backup supply for any 
shortages of domestic peanuts. There are adequate provisions in 
the present law for allowing additional peanuts to move into do- 
mestic edible channels, if needed. The loan rate for additional pea- 
nuts approximates world peanut oil prices, thus assuring no cost to 
the Government. 

However, the grower may share in increased sales levels of pea- 
nuts for either crushing or edible use through pools operated by 
the area growers association in each of the three peanut producing 
areas. Producers also have the option to forward contract with 
shellers for the production of additional peanuts for export. 

The present two-tier peanut program has produced the following 
positive results for producers, consumers, and taxpayers: 

First, program cost has been dramatically reduced by putting in 
place a strict poundage quota. A series of annual reductions in the 
quota has decreased the quantity of CCC stocks of quota peanuts to 
only a fraction of the pre-1978 level. Cost of the 1982 program is 
reported by USDA to be $4.2 million. The 1983 crop cost is expected 
to be even smaller. 

Second, producers are assured a fair price for quota peanuts 
which, in turn, assures a stable production base. 

Third, an adequate supply of peanuts to domestic consumers at 
reasonable prices has continued in an orderly fashion except for 
the 1980 disaster crop. 

Fourth, strict quality controls, which are built into the present 
program, have been maintained, thus assuring both domestic and 
expert consumers of the highest quality peanuts available in the 
world. 

Fifth, the two-tier system provides a vehicle for assuring a conti- 
nuity of supply of peanuts for export, although it involves some- 
what greater financial risks for growers and handlers. 

Sixth, objections to high quota leases have been satisfied, to a 
large degree, by severe restrictions placed on quota leasing. 

Seventh, unlimited production by all producers is now permitted 
by virtue of acreage allotment suspension. 
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In looking ahead to the 1985 farm bill and in anticipation of this 
hearing, the Georgia Peanut Commission has just conducted a 
survey of all growers to obtain their opinions on a new peanut pro- 
gram. 

The survey was conducted by questionnaire mailed to the home 
of every producer, with the response postage paid. To date, we have 
received responses from approximately one-fourth of the question- 
naires mailed. 

I might add that we have just mailed this questionnaire out 
about 2 ¥2 weeks ago and we're still getting the questionnaires 
back; but at the present, we have received approximately one- 
fourth of them. 

To the general question of whether growers favor continuation of 
supply-management peanut program, involving poundage quotas 
and price supports, 92 percent of those responding said "Yes," and 
only 5 percent said "No," and I might add that not all growers re- 
sponded to every question on the questionnaire. 

To questions related to specific provisions of existing programs, 
there was greater division among growers. For example, 77 percent 
favored continuation of the two-price system using quota peanuts 
in the domestic market and additional peanuts primarily for 
export; 79 percent favored continuation of a support level for addi- 
tional peanuts that will assure little or no cost to the Government; 
90 percent of the growers favor a support level for quota peanuts at 
the national average costs of production, while 68 percent said 
"Yes" to tjdng the national poundage quota to domestic edible con- 
sumption. 

The bottom-line question asked growers was this: Do you favor 
continuation of the present program, with certain modifications? 
To this, 89 percent voted "Yes," and only 6 percent voted "No." 

Mr. Chairman, we believe the survey shows beyond the shadow 
of a doubt that Georgia peanut producers overwhelmingly favor a 
continuation of the existing peanut program framework in the 1985 
farm bill. 

We are convinced that with a minimum of fine tuning, the pro- 
gram will continue to work well for the benefit of producers, con- 
sumers, and the Government during the life of the new farm bill. 

In closing, I would like to comment briefly on recent comparisons 
of peanuts and soybeans by the Secretary of Agriculture and other 
USDA officials as a means of disparging the Peanut Program. 

To attempt to compare peanuts and soybeans is to compare 
apples and oranges. The two crops are entirely different. If compar- 
ions of commodities are in order, it would be more reasonable to 
compare peanuts with milk. 

First, in the early 1930's, soybeans were a relatively new crop in 
this country, just getting started. Peanuts, on the other hand, were 
a traditional crop and in great surplus at the time. Peanuts were 
one of the six U.S. crops officially designated as major commodities 
and brought under the initial legislation providing price supports 
and production controls. 

There was no surplus production of soybeans and, therefore, no 
need for a supply management program for that commodity at that 
time. 
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It is signiHcant to note that today there is growing sentiment 
among many soybean producers for a supply-management-tjrpe pro- 
gram. 

Second, soybeans can be stored onfarm or in commercial eleva- 
tors for extended periods. In times of excess production and low 
prices, the producers of soybeans can hold his crop off the market 
to await better prices. 

In contrast, farmer stock peanuts can be stored for only a rela- 
tively short period of time before spoilage and insect damage occur. 

Onfarm storage is not practical in most producing areas, and ex- 
tended storage can only be done under refrigerated conditions, 
making this totally impossible for producers. 

As a practical matter, the great bulk of the peanut crop must be 
sold or placed under loan by the farmer within days after harvest 
at whatever the market price or the loan rate happens to be. 

Unlike the soybean producer, the peanut farmer simply does not 
have the option of holding his peanuts in storage and off the 
market to wait for a price more to his liking. Thus, a supply man- 
agement program is absolutely a must to the orderly marketing of 
peanuts. 

Third, peanuts are produced in the United States as a food crop 
for human consumption — not, as in the case of soybeans, for live- 
stock feed and oil. 

As a highly perishable food commodity, peanuts are produced 
and processed under strict quality controls. The quality control pro- 
gram for peanuts, the best in the world, is an inseparable part of 
the Peanut Program itself. If the current Peanut Program should 
be dismantled, quality controls over the handling of peanuts, as 
they now exist, would be severely disrupted, if not entirely de- 
stroyed. The big loser in either event would be the consumers of 
U.S. peanuts. 

In conclusion, I want to thank you for having this hearing in the 
heart of peanut country. We strongly believe that the Peanut Pro- 
gram has been a shining star in the Department of Agriculture 
and it actually works for all segments of the industry and should 
be continued. 

Thank you for the opportunity of presenting this statement to 
the subcommittee. 

Mr. Rose. Thank you, Mr. Miller. If you will hold up there just a 
minute, I would like to say that is an excellent statement and we 
are delighted to have it. 

I was very concerned, as you were, as you mentioned on page 2, 
the USDA changed the formula for determining the cost of produc- 
tion in 1983 and that the new formula distorts cost item compari- 
sons for the 1982 and 1983 years. 

You will recall that last year we passed some tobacco legislation 
in Congress. It came from the Senate, tied to dairy legislation. We 
were not really happy that it got married up that way, but it had 
to be done; and in conference, your Congressman, Charlie Hatcher, 
added language in the report that required the Secretary of Agri- 
culture to use the old method of figuring cost of production. 

It remains to be seen whether he will listen to that or not. It was 
the only way we could — we could not handle it with an amend- 



Digitized by 



Google 



39 

ment. We had to handle it with the report language, but Congress- 
man Hatcher got that for the whole committee. 

We asked him to appear and do it for us, and we hope that will 
give us some help, if not in the 1985 farm bill, I can assure you 
that we are going to insist on the old method of figuring cost of 
production. 

Charlie, if you have any comments, whatever you would like to 
say. 

Mr. Hatcher. No, I do not have any questions. Thank you a lot. 

Mr. Rose. Thank you, sir. 

Our next witness is Mr. Jack Miller, representing the Georgia 
Farm Bureau. If you will come up, please, sir. 

Mr. Hatcher. Charlie, while he is coming up, I would like to rec- 
ognize representatives from Senator Nunn's office and Senator 
Mattingly's office, and any other congressional representatives that 
are here. 

Kenneth Faircloth with Senator Mattingly, if you will stand up. 

Ms. Sentell. Jane Sentell, with Congressman Ray's office. 

Mr. Rose. We are glad to have all of you here. 

Mr. Jack Miller, you may proceed, sir. 

STATEMENT OF JACK E. MILLER, DIRECTOR, GEORGIA FARM 
BUREAU FEDERATION 

Mr. Miller. Thank you. Congressman Rose, Congressman Hatch- 
er and staff members present, I am Jack Miller, peanut grower, a 
director of the Georgia Farm Bureau Federation, and chairman of 
the Georgia Farm Bureau Peanut Advisory Committee. 

On behalf of the Georgia Farm Bureau Federation and its 
150,000 members, we want to thank you for holding this hearing in 
Georgia. We greatly appreciate your continuous effort to secure 
input on peanut legislation. 

Almost half of the peanuts produced in the United States, of 
course, are grown in the State of Georgia. Peanut legislation is of 
the utmost importance to our members who produce peanuts. 

Peanuts remain to be one of the most reliable and dependable 
sources of income for the farmer and, at the same time, provides 
the consumer with a dependable quality product. 

The present peanut program operates with the cooperation of the 
farmers and a limited cost to the taxpayers. This has happened be- 
cause the present law provides for a continuous adjustment in 
peanut supply. Consumers are assured of a steady supply of quality 
peanuts. Furthermore, the quality of peanuts has been continuous- 
ly improved through research and the efforts of the farmer. 

The two-price system has proved to be the best system available 
and it meets two necessary needs: A dependable supply of domestic 
consumption at a competitive price, and an available program to 
meet export demands based on supply and price, and taking into 
account farm labor costs, transportation costs and farm subsidies of 
other countries. The export of peanuts assists the United States in 
improving its balance of payments. 

The present program is a success because farmers and the Gov- 
ernment have worked together to adjust production to meet domes- 
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tic consumption, while at the same time improving the quality of 
peanuts and reducing production costs to the lowest possible levels. 

The Georgia Farm Bureau Federation, in cooperation with other 
organizations interested in peanuts, is now working to improve 
some of the details of this program to make it even more agreeable 
to the peanut farmers, as well as to the public. 

Most of all, I would point out that the present program works, 
and any changes should be designed only to make it work even 
better. 

Georgia Farm Bureau members adopted a policy for peanuts at 
their annual meeting. This policy continues to support the two- 
price system for quota and additional peanuts. This system has 
worked well in allowing peanut farmers to make a living, but at 
the same time keeping peanuts for export purposes competitive on 
the foreign market. 

Farm Bureau policy supports tying increases in the support price 
for quota peanuts to the cost-of-living increases. 

We continue to support a change for loose shell kernels to be 
counted as additional, rather than quota peanuts, and figured on a 
basis of net weight rather than gross weight. 

We still maintain a farmer should have the privilege to reclean a 
load of peanuts when aflatoxin has been determined in the first 
test. 

We urge legislation or regulation changes that would require the 
assignment of a number to each lot of peanuts graded to assure 
that the person doing the testing does not know the name of the 
owner of the peanuts. 

The Georgia, Florida, Alabama Association, and the other asso- 
ciations, should be allowed to shell or contract to shell and store, or 
contract to store, quota peanuts not sold at a reasonable price. This 
would give the three associations an opportunity to sell these pea- 
nuts at a profit at a later date for, participating farmers instead of 
at a loss to the Federal Government. 

We favor a system where someone is given authority to waive 
penalties for all unintentional marketing violations. Furthermore, 
we believe that a system should be designed to protect farmers 
from small errors. 

The U.S. Government has for many years provided a program to 
the developing countries that gives our technology to these coun- 
tries. Many of these countries have lower production costs and 
offer tremendous subsidies to their farmers, as well as to their 
export industries. 

Any peanut legislation should provide that under no circum- 
stances can additional peanuts reenter the United States after 
being exported. 

We would caution you to be especially watchful for additional 
peanuts being shipped to the Caribbean Basin countries for process- 
ing, and then returned to the United States as a finished product. 

We would urge and support continuous efforts by the U.S. De- 
partment of Agriculture, in cooperation with other Government 
agencies and peanut organizations, to develop additional foreign 
markets for peanuts and peanut products. 

Again, I wish to thank you for coming to the people, and for 
coming to this part of Georgia, and your willingness to keep your- 
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selves informed as to what the citizens and the farmers desire on 
the new peanut legislation. Thank you. 

Mr. Rose. Thank you, Mr. Miller. We are glad to have your com- 
ments. It is a good statement and there were many good points you 
brought out, and we will certainly try to incorporate them. Any 
questions? 

[No response.] 

Mr. Miller. Thank you. 

Mr. Rose. Thank you, sir. 

At this time, I recognize Mr. Charlie Kemp from Mitchell 
County. 

STATEMENT OF CHARLES KEMP, JR, PEANUT FARMER, 
MITCHELL COUNTY FARM BUREAU 

Mr. Kemp. Charlie Rose, Charlie Hatcher, I am Charlie Kemp. I 
am glad to meet with you. 

I want to talk about things a little closer to home. The peanut 
programs have been very successful. As far as I can see, from my 
farming situation, it is the most successful program that the 
farmer has today. I think all of us owe you people a debt of grati- 
tude for hanging in there and keeping it for us. 

I noticed that at the recent USDA hearing in Atlanta, there was 
a theme. Every once in a while, somebody would say we have to 
have supply control, or quota, or price control, like the peanut pro- 
gram, and that was the only thing that anybody mentioned to use 
as a pattern or a guide, and I think it should be used with other 
products. 

Dairy industry is an ideal situation where the quota price with- 
out production control doesn't work. We are all aware of that. 

I represent Mitchell County Farm Bureau. Georgia is one of the 
largest peanut producers. Mitchell County is the third largest 
county in the production of peanuts, and we have 700 members in 
our group. 

We would like a very few changes in the peanut program. One of 
them is the contract. That worries us more than anything else. As 
long as the people can grow additional peanuts at a loss or a low 
price and sacrifice the profit they got, made on their quota peanuts 
to do that, we think there are some changes that need to be done 
in that contracting business. 

It is just like the fellow that is growing coUards up here in Geor- 
gia and hauling them down to Florida. He can produce them for 50 
cents a bundle and takes them to Florida and gets 75 cents a 
bundle. He was doing so well at it, he reduces the price to 50 cents 
and buys him another truck. 

Well, that same parable works with the peanut thing. That is 
what we are doing if we contract a lot of excess peanuts. I do not 
know how you can stop it, but there ought to be a way that we can 
maneuver around it. 

There is no reason for a farmer to produce peanuts at even — not 
a loss but even at a break-even proposition. In the first place, you 
are not financially able to. The farming community is in bad shape 
in Mitchell County, and I presume the rest of the State is about the 
same way. 
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I don't know about South Carolina, but Mr. Rose, Charlie, Geor- 
gia has 49,000 farms in it and on those 49,000 farms there are 
31,000 FmHA loans, and 19,800 of those are delinquent. That is 62 
percent that are delinquent. 

In Mitchell County it is even worse. We have got 587 farms in 
Mitchell County. There are 1,286 FmHA loans in Mitchell County 
and 860 of them are delinquent; that is 68 percent. 

Those loans have got to be paid off some way or another, and in 
Mitchell County the only crop that is making a profit is peanuts, 
and if a few large farmers plant a large amount of excess peanuts, 
it is going to ruin the Peanut Program; and with that out of the 
way, there is no way that anybody in Mitchell County can make 
the payments on this land. 

The farmer, the first thing he ought to see every morning is the 
word "profit" up on his bathroom mirror, and the last thing he 
ought to see at night when he goes to bed is the word "profit' be- 
cause he's got to make one to be able to stay in business, and the 
Peanut Program is their main source of income. 

I appreciate you coming. 

[The prepared statement of Mr. Kemp appears at the conclusion 
of the hearing.] 

Mr. Rose. Thank you, Mr. Kemp. I think you said it just like it 
is. 

The next witness is Mr. Walt Mitchell, executive director of the 
Georgia Peanut Growers Association. 

STATEMENT OF WALTER H. MITCHELL, EXECUTIVE DIRECTOR, 
GEORGIA PEANUT PRODUCERS ASSOCIATION 

Mr. Mitchell. Mr. Chairman, members of the subcommittee, we 
appreciate your being here. My name is Walt Mitchell. I represent 
the Georgia Peanut Producers Association, which is a voluntary, 
nonprofit organization of actual producers. 

The association was organized by producers in 1981. Its member- 
ship is limited to actual producers. Its purpose is to improve, 
through study and research, the quality of our product; to create a 
greater demand for our product; to promote the growth of the 
peanut industry in Georgia; and to improve the economic well- 
being of the producer; and to be recognized as the voice of the pro- 
ducer in Georgia. 

Our association is financed by a voluntary, $1 per ton assessment 
paid by producers whose livelihood is dependent on the production 
and sale of peanuts. 

Our membership, Mr. Chairman, is in favor of and urges the con- 
tinuation of a supply management peanut program based on equi- 
table poundage quotas and price supports which will assure a fair 
return to the producer. 

We recommend setting the suppjort price for quota peanuts at the 
national average cost of production, including land costs, plus a 
reasonable return on investment, with an annual adjustment for 
increases in production costs. 

The Georgia Peanut Producers Association recommends also the 
elimination of any contract deadline on additional peanuts for 
export. 
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Also, as a producer organization, we are seriously concerned 
about a possible shortage of peanuts for the domestic market this 
year. 

Mr. Rose. Let me interrupt you. You said you are opposed to the 
elimination of the deadline? 

Mr. Mitchell. We recommend the elimination of any contract 
deadline. 

Mr. Rose. For additional? 

Mr. Mitchell. On additional peanuts. 

Also, we are seriously concerned about a possible shortage of pea- 
nuts for the domestic market this year. According to the figures 
that our association has obtained from industry and the Depart- 
ment of Agriculture, we anticipate a possible shortage of 50,000 to 
100,000 tons, due primarily to the reduction in quotas for domestic 
production. 

This anticipated shortage is based on the assumption, always 
chancy, that we will have a normal crop year. Now, adverse weath- 
er conditions could cause a much more severe shortage. 

Now, we realize that there are other provisions to offset a short- 
age, such as the buy-back options. However, rather than making up 
such a shortage through the buy-back provisions, our association 
recommends that the Department of Agriculture stop charging 
loose-shelled kernel peanuts against the producer's quota. 

It would amount to a simple rule change for 1984 and, if needed, 
for 1985. It would help the consumer and the producer. 

We definitely do not want to see a sharp increase in the price of 
peanut butter just about the time Congress begins working on the 
1985 farm bill. . 

Mr. Rose. Like it happened in 1981? 

Mr. Mitchell. Absolutely. 

We are filing a petition with the Secretary of Agriculture re- 
questing this temporary rule change. Copies of this petition will be 
mailed to all members of this subcommittee, and we sincerely and 
earnestly request any assistance this committee can give us. 

In summary, the Georgia Peanut Producers Association recom- 
mends continuation of the present peanut program with certain 
modifications and a fairer grading system on loose-shelled kernels. 

The supply management program for peanuts has insured a plen- 
tiful supply of quality peanuts at reasonable prices to consumers. 
This economic stability has contributed to the ability of many 
family sized farms to stay viable in the face of a series of drought 
years. 

The overall cost to the Federal Government is minimal when 
compared to other commodity programs. Peanuts are also a unique 
perishable food crop which cannot be held in storage, as grain and 
other commodities. This forces the marketplace to be highly de- 
pendent upon production controls and a price support program. 

Peanuts are also unique in the type of equipment required to 
plant, harvest, and dry. Investments required for this specialized 
equipment would tend to discourage major expansion into this in- 
dustry should production control be eliminated. 

The stability of the peanut program works for the grower. It 
works for the banker, who can estimate a return for the money he 
lends on the peanut farmer's operating costs. It works for the fer- 
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tilizer and the chemical dealer who provide the chemicals and 
equipment for this protein source, and it works for the consumer 
who enjoys an adequate supply at a stable price. 

Thank you very much. 

Mr. Rose. Thank you, Mr. Mitchell. 

Any questions at this time, Mr. Hatcher? 

Mr. Hatcher. No. 

Mr. Rose. We appreciate you being here. Thank you. That was 
an excellent statement. 

The next witness is Mr. John Greene, executive director of the 
Southeastern Peanut Association. 

STATEMENT OF JOHN W. GREENE, EXECUTIVE DIRECTOR, 
SOUTHEASTERN PEANUT ASSOCIATION 

Mr. Greene. Normally, our legislative chairman of the associa- 
tion would have given this presention, Mr. Tom Chandler, but he 
had a conflict and asked me to present the association's position. 

My name is John W. Greene, executive director. Southeastern 
Peanut Association. 

The association is composed of all the commercial peanut shell- 
ers and crushers, with operations located in Georgia, Florida, and 
Alabama. Formed in 1919, it is the oldest existing organized group 
in the American peanut industry. 

We commend the subcommittee for holding this hearing and 
giving us the opportunity to participate. 

The following recommendations summarize the association's posi- 
tion on future Peanut Program legislation: 

First, that we recognize the desirability and need for some type 
of stabilizing peanut program, and feel that a continuing two-price 
system approach is probably the most practical and/or feasible 
under existing circumstances. 

Second, that we support a future price support program that will 
assure an adequate supply for the market at acceptable income 
levels for American producers with minimal cost to American tax- 
payers. 

Third, that the buy-back provision, current in effect, either be 
eliminated in future legislation or that a minimum markup, 
amounting to 105 percent of quota value, plus CCC handling costs, 
be established for purchase of additional peanuts to be moved into 
the domestic edible trade. 

Fourth, that the final date for contracting additional peanuts be- 
tween producers and handlers be "at time of delivery" during har- 
vest; or, as a possible alternative, a date no earlier than August 15 
of the year of production. 

Fifth, that the Secretary of Agriculture have the authority to in- 
crease quota production for a given crop by 5 to 10 percent, should 
such need be determined necessary to supply anticipated demand. 

Sixth, that the association would most strongly oppose any pro- 
gram provision that would force peanuts into the CCC loan; and. 

Seventh, that the association likewise would oppose the establish- 
ment of a minimum contract price for additional peanuts. 
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Mr. Chairman, if I may, I would like to depart from the prepared 
statement for a moment on a most crucial problem facing the 
peanut shellers and exporters of American peanuts. 

Congressman Hatcher, and I assume you and others are aware of 
this, but for the record, Td like to bring it in. Fm referring to the 
liquidated damages that the peanut exporters are subject to should 
exported additional peanuts reenter the United States. 

This is a highly dangerous provision currently, and the reason 
it's not in our prepared text, it's an administrative problem. 

We are working with the Department of Agriculture to try to get 
some relief from such a penalty. We are not against the penalty, 
per se. You need that if you're going to support prices for quota; 
you have to protect the taxpayers in a penalty. 

But we believe the penalty should be placed on those peanuts 
and the person or persons or firms who bring them back into the 
country, or purchased them in the beginning for export, put them 
in warehouses and then, later on, should market conditions be 
right for them, run them into the edible trade. 

These people should be the ones that bear the penalty and not 
the exporter who loses track of them. They can go to Europe and 
change hands several times, and then all of a sudden reenter the 
United States. 

Customs determines that they are reentering, and then the De- 
partment of Agriculture places a penalty on the peanut exporter, 
American peanut exporter. 

Thank you, sir, and I apologize for the delay here on that, but it 
is a vital point with us. 

This completes our summary or recommendations, Mr. Chair- 
man. We wish to emphasize that the association will continue to 
work diligently in cooperation with growers and other segments of 
our industry with the administration and with the Congress in de- 
veloping viable legislation to the enhancement and growth of our 
American peanut industry. 

Thank you, and I will try to answer questions if you have them. 

Mr. Rose. Thank you, Mr. Greene, we appreciate your testimony. 
Thank you very much. 

Our next witness is Mr. Emmett Re3niolds, Crisp County. Follow- 
ing him is Mr. A.J. Singletary. 

STATEMENT OF HAROLD EMMETT REYNOLDS, PEANUT FARMER, 

CRISP COUNTY, GA 

Mr. Reynolds. Chairman Rose, Congressman Hatcher, members 
of other congressional offices, distinguished guests, ladies and gen- 
tlemen, it's a pleasure to come again and speak in behalf of my fa- 
vorite subject on the farm, and that's peanuts. 

I welcome you people to Georgia and to the southwest national 
growing area. Congressman Hatcher, we are certainly happy that 
you could come and spend some time with us, because out in the 
countryside there are many frustrated farmers. 

I have my notes and my prepared copies are at home; I'm sorry. 

I remember the early days of the peanut program which go back 
a long time, and I'm sure many people here have the same knowl- 
edge, but the peanut program has existed in America for long 
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enough to have been traditionally one of the finest control pro- 
grams, quality control, and supply management programs that we 
have. 

I remember also that many times when we visited Members of 
Congress that we were told that the peanut industry had done 
something that many other commodity organizations had not. 

As distinct and differently as the three growing areas of peanuts 
are in the United States, we had the opportunity to go to Congress 
and write several pieces of legislation with the unified effort of 
people throughout the growing areas of the United States. 

Tliis was an accomplishment that I feel that peanuts has brought 
about for itself and that people who have volunteered to agree 
have made possible, and it certainly has enhanced their opportuni- 
ties in Congress and in other areas of supply of a new program. 

The program of 1977 became the first program of individual— 
from a change of individual legislation to a part of the general 
farm bill. 

At that time we were told by congressional Members that if we 
wanted to continue a program, it would almost be impossible to do 
so without the efforts of negotiation of a total farm program. 

Then it was changed, and I must say during this time the farm- 
ers of peanut growing areas of America have made it possible to go 
through the transition and on every occasion, the farmer surren- 
ders a small portion of its position to satisfy USDA and the Con- 
gress with a new bill. 

This was done to sacrifice somewhat to save a lot of what we had 
and we thought at that time that it was the correct thing to do, 
and it is a continuing thing that we should do. 

Mr. Chairman, I feel that there is no way we could continue to 
have a strong, vital peanut industry in America without a supply 
management program. The fine tuning of the program that we 
have will give us that, sir, and anything that we do to the program 
that is now a good program will make it better. 

There are some things about it that can stand some changes. 
There are some things that need to be reinforced There are some 
limitations; they have been mentioned already here today. 

I feel sure that the farmers of America in the peanut industry, 
along with them, will continue to agree that let's have a strong, 
viable program under supply management 

If we look at what this program has done from 1977 to today, we 
find that we reduced the cost of the program from $25 million to 
$4.5 million. We certainly feel that that is an accomplishment. 

We find ourselves today with a high peanut price, with higher 
quota contracts, higher additional contracts, and all of these differ- 
ent measures that we find in the industry; but I was told lately 
that it would be hard to put a price on the farmers stocked ton of 
peanuts if there was one available for sale. 

When you start making the advances in a supply management 
program that gives those type successes, then I feel that it has 
been very successful, and I urge very much its continuation. 

I believe the gentleman from Mitchell County has also men- 
tioned some things that bother me today, because there are a lot of 
frustrated farmers throughout our country. 
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A lot of them are here and a lot of them are at home expecting 
you people, as you have always done, to continue to carry the 
banner for us; and we compliment you for your results. But a lot of 
the farmers in America feel that Government has somewhat im- 
posed competitions for money to work on agricultural programs. 

Also, there has been some export interferences that has reduced 
our prices and our opportunities abroad. Our energy and imports of 
things that we use have been extremely expensive, but although 
we have survived with one great commodity in southwest Georgia, 
and to the peanut-growing areas of the United States, I'm sure 
they feel the same support that we have. 

I know that Secretary Block feels that he has not changed the 
rules in the middle of the program or middle of the bill. I would 
have to disagree because I know that it was not intended that it be 
done this way. 

But if we think of what does peanuts do for America's economy, 
if we think what does it do for all the districts of the United States 
that grow it and for the individuals that do the growing, ladies and 
gentlemen, we have to, Mr. Chairman and Mr. Congressman, admit 
that it's something that needs our total dedication and protection, 
and I feel sure that it will be done that way. 

I want to thank you for the opportunity to come. Fm sorry I do 
not have my prepared text with me, but I used my notes, and 
thanks for the opportunity to come. 

Mr. Rose. Thank you very much for your comments. You have 
accomplished a lot with the peanut program. There is only one 
area of problems that bothers me, and that is the friction and the 
tension that continues to exist between growers and manufactur- 
ers. If there is any way that we can — irs like talking about the 
Hatfields and the McCoys. 

In the tobacco industry, we have not had an all-out war between 
the cigarette manufacturers and the growers, but in 1981 we had 
candy manufacturers, I mean, and they start early, and they car- 
ried off all the Illinois votes, and they carried off all the Massachu- 
setts votes and — because they want peanuts for nothing, or next to 
nothing. 

Mr. Reynolds. Mr. Chairman, we saw that happen, and I feel 
sure that even if they are successful in outnegotiating the supply 
management program, we must warn the consumers in those areas 
that surrendered those votes to them, that the consumer prices will 
not change, regardless of what peanuts are supplied to those people 
for. 

Mr. Rose. That's right, but we might have to buy national adver- 
tising to get that message across. 

We need to keep working at it, and I salute those of you in the 
Southeast who have been politically active. 

One of the reasons the dairy farmer has been so successful in 
Washington is because he has participated in political activities; 
he's spent his hard-earned money to help elect his friends and 
punish his enemies, and that, unfortunately, appears to be a suc- 
cessful way of getting legislation passed. You all have not been un- 
willing to do the same thing. 

Believe it or not, the tobacco growers have never gotten orga- 
nized in that way like the peanut growers have. I commend you for 
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it, but the more political power you have in Congress, the better 
you are going to be able to deal with the manufacturer. 

Mr. Reynolds. This is certainly true, and regardless, farmers 
want peanuts at a higher price, manufacturers want them at a 
lower price, and the export industry wants them at a different 
price, but there is a common ground. The frustration of farmers in 
America today is the fact that when you cut the pie, the farmer 
just gets a smaller piece than anybody else, and he cannot afford to 
continue to own the land and supply moneys at unreasonably high 
prices, to produce a crop and then sell it at export favors or what- 
ever to those who are buying it at below cost. 

And should we continue to do that, I feel that the peanut indus- 
try will go with all the other farm industries. But for there to be 
1,200 farms in any one country, and three-fourths of those in a de- 
linquent position must tell the Congress and the administration of 
the United States something loud and clear. 

And I might add this comment, a very good friend of mine made 
this remark not too long ago. He said: **You know, I have held on 
and I have used all my resources trying to make this farm work, 
and everybody keeps telling me to hold on, it is going to get better, 
we are going to survive, but he said, I cannot see, and my pencil 
will not tell me that there is any relief anywhere in sight now that 
I have used all my resources, and I have everything out of control 
and no hope to recover." 

He said, **1 cannot work all day and sleep with it all night. I am 
ready to give it away." 

So, Congressmen, if we find ourselves in that position, then we 
will have a destitute industry. 

Mr. Rose. Well, we hope we can forestall that, but sometimes 
what we do falls on deaf ears at the other end of Pennsylvania 
Avenue. 

Mr. Reynolds. Yes, sir, I am very well aware of that because I 
was happy to have had the privilege of going through those halls 
and down those channels at one time or another over the years, 
and I find it is very true. 

Mr. Rose. Good to see you here again. 

Mr. Reynolds. Thank you, sir. 

Mr. Rose. Thank you, Mr. Reynolds. 

Mr. A. J. Singletary of Singletary Farms. 

STATEMENT OF A J. SINGLETARY, MANAGING PARTNER, 
SINGLETARY FARMS 

Mr. Singletary. Mr. Chairman, honorable members of Congress, 
fellow farmers and members of the peanut industry, I am A.J. Sin- 
gletary, managing partner of Singletary Farms of Blakely, GA, a 
family partnership. 

I have been a part owner and officer of the Blakely Peanut Co., a 
peanut sheller, through the handling of the 1983 crop, last year's 
crop. 

It is our pleasure to welcome you to southwest Georgia, the 
center of the largest Peanut Belt in the country. Thank you for 
coming and giving the farmers and other members of the peanut 
industry an opportunity to express their views. 
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The real basis and reason for having any government is national 
security and national well-being, and that identical same reason is 
the reason for a farm program, peanuts or other products. 

In this context, no farm program has ever been expense. To the 
contrary, they have been very cheap. Because this country has 
scarcely known hunger and famine, this very basic premise has fre- 
quently been overlooked. It should stand out as a very important 
item in your consideration. 

Not only has U.S. agriculture given our consumers adequate sup- 
plies of food and fiber at very, very reasonable prices, but our food 
is now and has been for many years an instrument for peace and a 
source of salvation and improved nutrition for people in many 
lands. 

Some programs of the past, and especially the peanut program, 
have been outstanding successes, and they have helped the con- 
sumer, the producer, and the other facets of the industry. 

One of the things that I think is an outstanding success of the 
peanut industry acting in harmony was the putting in place back 
during the early sixties of an aflatoxin program that was a model 
for any food industry. This was done with the cooperation of indus- 
try, farmers, the U.S. Department of Agriculture and the FDA, and 
it really is a model for giving consumers a high quality product 
and not disrupting the industry. 

I have listed a few things that the peanut program has done, and 
they are the things that any farm program should do. It should 
give adequate supplies to consumers at reasonable prices. It should 
give adequate income to producers to allow them to take care of 
the land and environment, and to make necessary improvements. 

It should have a minimum cost to Government. It should help 
stabilize the entire industry. It should expand markets and then 
meet these markets. It should have flexibility; and since 1982, this 
program has had flexibility. 

Peanuts are semiperishable and have a short storage time. Con- 
sequently, you need to produce a little bit of overproduction every 
year in order to be sure that you have enough in the event the 
weather turns bad on you. 

Philosophically, I am in favor of a free market. It just will not 
work in many instances. Almost every other segment of the Ameri- 
can economy has been stabilized, licensed or regulated, directly and 
indirectly, which causes higher priced cost of production for farm- 
ers. 

In addition to this, other nations subsidize their farm commod- 
ities and, by tariffs or regulations, restrict free competition. 

Having a free market agriculture in the United States is the 
same thing as tying a farmer's hands behind his back, throwing 
him in the ring with Joe Louis and saying: "Beat him up. Tiger. ' 
He has not got a chance. 

A good alternative has been the supply management program 
that we have had for peanuts. We have also had with that some 
flexibility and listed below are some of the areas in which the 
present peanut program can be improved: 

The domestic quota should be increased above the quota of 1984. 
The Secretary should have the authority to make such increases, 
but with guidelines governing his discretion in this area. That was 
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originally in the 1981 law, I believe, and was taken out, and it was 
a mistake to take it out. 

The methodology of setting quota prices needs improving. Using 
parity is probably the best way, even though that seems to be a 
dirty word in some places, but that is the same thing for agricul- 
ture as the Cost of Living Index is for other segments of the econo- 
my. 

The present date of additional contract, namely, April 15, should 
be moved probably to fall, at time of delivery. 

The level of price support should be announced much earlier. 
This would help with financing, and I would suggest February 1. 

Any other changes that would facilitate the handling of peanuts 
through the industry should be given consideration and one of the 
things I suggested is that the reimport of peanuts should have the 
penalty placed on the person that owns them at the time of reim- 
porting. 

Peanuts that have been exported, once they're exported and title 
is passed, that should not be the responsibility of the man who ex- 
ported them to pay a penalty if they come back. 

Careful study should be given to allowing the substitution of 
export of equal value. For example, a year or 2 ago, splits could 
have been sold in the United States and the other size peanuts 
could have been sold overseas, if you could have substituted be- 
tween the splits and the other peanuts of equal value would have 
accomplished the program— the needs of the program and, at the 
same time, you would use more peanuts. 

Agriculture needs long lead times. We — in agriculture, it takes a 
long time to adjust. You should have farm programs of more than 
4 years with possibly provisions for minor modifications in the 
meantime. 

One of the things that is good about the peanut program is the 
fact that we do have a good secondary use market, and that market 
of oil and meal has been a big aid in being able to have the kind of 
programs we have had in the past. 

One other thing that has been alluded to, but has not come out 
really in this discussion, is the fact that all peanut farmers almost 
also are other farmers, and if you have a good peanut program, but 
you have very poor other programs, it is hard for a peanut farmer 
to make it when the only profit he has is peanuts and the other 
crops are very poor. When he has to rotate his land he needs to 
grow the other crops, so you need a good farm program on all the 
crops. 

In closing, I would just say that free markets, while they sound 
good, are not a good answer; that we must cooperate with each 
other, that is, all segments of the industry have got to pitch in. The 
farmers have got to help the manufacturers and shellers get parts 
of the program they need. The shellers and manufacturers have got 
to get parts of the program that the farmer needs to make it go. 

In the words of our forefathers: "We must hang together or we 
shall hang separately." 

Thank you. 

[The prepared statement of Mr. Singletary appears at the conclu- 
sion of the hearing.] 
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Mr. Rose. Mr. Singletary, thank you for an excellent statement. 
We almost hung separately back in December when we finished 
the tobacco and dairy bill. 

We found out that we were fought by the poultry people, by the 
beef people, and other certain segments that did not have commod- 
ity programs. 

It looked like they were — that the people who had commodity 
programs were banded together, and the farmers who had done it 
barefooted were fighters, you know, without any program. 

We can't afford the luxury of fighting each other in agriculture, 
whether we are at any one point in time the beneficiaries of an ag- 
riculture commodity program or not. That is an excellent state- 
ment. 

Mr. SiNGLETARY. I totally agree, and we very much need for all 
segments to work together in order to get a program. I am includ- 
ing livestock people and the other farm programs, not particularly 
on peanuts, but other farm programs. They need to be taken into 
account. 

Thank you very much for the help you have given us. 

Mr. Rose. Thank you for this statement. I plan to repeat part of 
it. 

Mr. Baker Alston, president of the Southern Peanut Warehouse- 
men Association. 

STATEMENT OF BAKER ALSTON, PRESIDENT, SOUTHERN PEANUT 
WAREHOUSEMEN ASSOCIATION 

Mr. Alston. Chairman Rose and Congressman Hatcher, I am 
Baker Alston, president of the Southern Peanut Warehousemen 
Association, representing 116 warehouses of farmer-stocked pea- 
nuts in the States of Georgia, Florida, and Alabama. 

We believe that it is imperative that the peanut program be con- 
tinued in some form as it now exists. We do not have a stable 
supply of quality high-protein food for high consumer demand. The 
program is being administered at little or no cost to the Govern- 
ment. The program is extremely beneficial and necessary to the 
grower in providing a stable, nonvolatile market. 

Without a peanut program, the supply would fluctuate from 
shortages to surplus; quality would deteriorate, and consumer 
demand would follow. Growers would suffer from a wide shift in 
price, which would result in disaster when supplies drove the price 
below the cost of production. We could not work with a disaster 
when our growers already face uncertain times. 

To change the peanut program, if possible, we would suggest the 
domestic quota be increased. The quota for production does not 
clearly satisfy the domestic demand, does not allow for increased 
consumption. Room must be given this market to expand. 

If quota peanuts cannot find their way into food and be retained 
in seed trade at a lower cost to the grower, thereby reducing his 
production costs. 

We urge you to work for the continuation of a strong and viable 
program. We appreciate the opportunity to express our views at 
this hearing. 
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Mr. Rose. Thank you. We appreciate you being here and we are 
glad to have that from the Southern Peanut Warehousemen Asso- 
ciation. 

Mr. Ron Henning. 

STATEMENT OF RONALD J. HENNING, AGRONOMIST, 
COOPERATIVE EXTENSION SERVICE, UNIVERSITY OF GEORGIA 

Mr. Henning. Thank you^Chairman Rose, Congressman Hatcher, 
peanut producers, and friends, it is a distinct Honor for me to be 
here. 

I am Ronald Henning, a peanut agronomist with the University 
of Georgia. 

I represent a different viewpoint, probably, than most whom you 
have heard from, although I suspect that what I will say will be a 
repeat of much you have already heard. 

However, I feel that speaking from the position that I am speak- 
ing from that I should repeat some of it to be sure that we all un- 
derstand the position that we feel our peanut producers and all 
other segments of the peanut industry are in. 

I will not review the history of the peanut legislation to any 
degree, but I would like to touch on three things. One, the historic 
perspective, as it relates to the present situation, and as it relates 
to our future needs, as far as peanuts in Georgia and the southeast- 
ern United States are concerned, from the viewpoint of a peanut 
agronomist. 

As has already been alluded to, prior to 1977, the peanut bill had 
been relatively unchanged for a number of years. 

The acreage allotment was set at 1,610,000 acres, was increased 
during that time to 1,614,000. The support price ranged anywhere 
from 75-percent minimum up to as high as 90 percent durihg those 
years. 

The average jdeld in the United States increased some IVt, times 
during the 20-year period from 1955 to 1977. The growers were put- 
ting into the field the research technology that was being devel- 
oped at the experiment stations and carried to them by their exten- 
sion agents across the peanut-producing belt. 

This was good, but it created some problems and those problems 
relate especially to production increasing faster than demand could 
utilize it and, of course, as we all know, and as has already been 
pointed out, this resulted in increased costs to the peanut program 
because of surplus peanuts being produced above that needed for 
domestic demand and no provision made to export peanuts at a 
price that would not result in a loss to the Government. 

So it was with this backdrop that the 1977 farm bill was initiated 
and in that bill there was some provisions made for a two-price 
system — one to represent peanuts to be used for domestic and the 
other to represent peanuts to be used for export. 

A poundage quota was set and that poundage quota was based on 
past performance of peanut producers, and the way it was deter- 
mined was — allowed us to produce — even though it was a reduced 
amount, continually produced more peanuts than what the domes- 
tic demand could take care of. 
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You would have to say that the program was a success because it 
did accomplish the objectives and goals that the committees who 
put it together intended. It did reduce domestic peanuts produced 
for domestic demand, even though they were still in excess of that 
demand, but the production was reduced, the cost to the Govern- 
ment was reduced dramatically, as has already been pointed out. 

There was a point in time in the mid-1970's when the cost was 
$100 million to the Government. It is now, as has already been 
pointed out, minimal when compared with that. 

When that program expired, then the 1981 program came into 
being, it further modified the Peanut Program with a continued ob- 
jective, as has already been stated, bringing us to the point of abol- 
ishing the peanut acreage system that we had known up to that 
point. 

It continued the poundage quota but with the reduction of going 
from 1,200,000 tons in 1982 down to a projected 1.1 million tons in 
1985. It allowed for unlimited production of any grower in the 
United States to produce peanuts for an export market. 

It brings us to the situation now of where we are in the present 
and we are currently in the third year of a 4-year bill. The pound- 
age quota is now reduced until 1984. We had a million one hun- 
dred — a million, one, three, roughly, plus a 10 percent carryover of 
undermarketing from the previous year. 

These peanuts are earmarked for domestic demand, and this has 
created a tight supply from the standpoint of the availability of 
quota peanuts to supply domestic demand in the United States. 
The provision in the law which allowed the additional peanuts 
which were placed in the C(X Program to move into the domestic 
market is not functioning or filling in the gap because most of the 
additional peanuts are being contracted. 

This has created a situation which has been both good and bad, 
in my view. One is because of the strong competition for the avail- 
able quota peanuts that we have had. It boiled down to whoever 
owns a quota has the advantage, from the standpoint of price. 

This has resulted in 1984 in contract opportunities for our grow- 
ers which are better than what we have experienced in the past 
few years, and this is where the good and bad comes. 

From my perspective it is good from the grower's point of view 
because he is able to, for the first time in a long time, figure out 
how he can make enough money to pay the bills that are going to 
be required of him; but in the long term, it may be a disadvantage 
to us because it may cause us to produce more peanuts than what 
we have a market for and cause us some problems down the road. I 
think this is one of the places where some adjustments may need 
to be made. 

I think we have seen the present program — seen evidences of 
success in that there is a strong competition among peanut shellers 
to aggressively attack the world market. 

We are seeing more opportunities to move in the world export 
market now than we have in many years, and this is a positive re- 
flection. We have seen shifts in marketing concepts; we have seen 
the shift of producing peanuts for a support price to now producing 
pesmuts for a market. I think this has some positive aspects. 
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But it boils down to the conclusion or the final statement that I 
want to make, and that is with regard to future needs. 

All the other things that I have said are simply review, and most 
of you are probably already aware of this, but I think it points to 
where we are going with the peanut situation and some very vital 
needs that we may have. 

It has already been alluded to by nearly everyone who has 
spoken that they favor a continuation of the Peanut Program be- 
cause it adds stability; it adds a consistent supply; it adds profitable 
production, and it is a means to achieve quality peanut production. 

And this is a must, these things are a must if we are, one, to stay 
in business, and two, if we are going to continue to create and meet 
expanding markets both at home and abroad. And I think that 
should be our objective. 

We need to continually work to increase demand for our peanuts 
both at home and abroad, and quality is going to be the key to it. 

If we look at one negative thing that may be the general consen- 
sus of the ones who have already spoken this morning, it is that 
the Peanut Program needs to continue with some minor tuning, 
fine tuning; and I think, from my perspective, I would agree with 
that. 

There seems to be a feeling among the growers and shellers, 
warehousemen, and those who have spoken this morning, that 
there needs to be a provision to modify the quota poundage at the 
discretion of the Secretary of Agriculture, under the guidance of 
those others in the industry who have an interest in it, to allow for 
an increase to meet the increase in demand as far as domestic pea- 
nuts. This will help to overcome some of the other problems that 
may evolve from it. 

In closing, I would encourage and offer assistance to all the 
groups who have an interest, a vested interest, in the peanut pro- 
gram, and to Congressman Hatcher and others who feel that I 
could be of assistance. I would encourage them and offer assistance 
to them to begin, even now as we are here, and commend you for 
it, a unified offensive action. I think that this is important. 

We need to unite together to review where we are, to objectively 
analyze the peanut program as it now exists, and to carefully plan 
those corrective adjustments that need to be made, and then sell 
that program. 

But we cannot do it if we are not unified, if we do not have a 
unified voice. We must do it from a position of unified strength and 
to do anjrthing less, I believe, from my perspective, will result in 
one of two things: either no program at all or a program that some- 
body else has written and put together that would not necessarily 
express the desires that have been expressed here today. 

I thank you for the opportunity to participate, and I am remiss 
in not having a copy of my statement, but we will be happy to pre- 
pare one and present it to you later. 

Mr. Rose. Mr. Henning, we appreciate your statement. We are 
glad to have it; you covered a lot of good points. 

We are not happy with everything that happened, Charlie Hatch- 
er and I are not happy with everything we had to agree to in the 
1981 peanut program. We ran into a buzz-saw of unanticipated ob- 
jections. 
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We think we are going to be in much better shape in 1985. We 
are planning, if we are both back up there in 1985, to move this 
thing in the other direction, rather than the downhill side that we 
have seen in Nashville, as far as production. 

One thing I have not heard here in Georgia that I heard in 
North Carolina a couple of weeks ago was the call for an increase 
in the national quota to somewhere in the neighborhood of 1.3 mil- 
lion tons, a rough estimation of anticipated domestic use. We know 
we are getting below that now. 

We think we can do that if we keep the cost of the program 
down. Our critics really get on us bad about these programs if the 
costs go up. 

The days of $60 and $100 million a year peanut or tobacco pro- 
grams, I am afraid, is behind us, at least with the current thinking 
about Government programs that is going on in Washington now. 

Thank you for your statement. 

Mr. Ronnie Hall from Grady County. 

STATEMENT OF RONALD A. HALL, PEANUT FARMER, GRADY 

COUNTY, GA 

Mr. Hall. I am glad to be here. Tm Ronnie Hall from Grady 
County. I do not have a prepared speech. 

Mr. Rose. That is perfectly all right. Go ahead and say what you 
feel like. 

Mr. Hall. I never do. I would like to speak as a farmer and as a 
producer. We are middle-sized farmers in the peanut production 
chain, I would classify us. We have 140 acres of peanuts planted 
this year, about 270,000 pounds of those being quota. 

I have heard all kinds of statements, both sides, some repeated 
several times, and this figure of what the peanut program cost last 
year, to me, anybody that is concerned with that much good and 
that much production, that much cash flow for that little cost, 
needs to have his head cleaned out. 

I do not know any other segment in any industry — there may be 
one — that you get the cash flow, nationwide, or the cash flow on 
the world market to help our bad debt situation on the foreign ex- 
change than we are getting on the peanut program. 

I think we need a peanut program, a control program. There is a 
minor change or two I would like to see in the program. 

I think, like has been mentioned here two or three times before, 
the domestic demand would stand a possible increase in quota — 
and I think — personally think it is much simpler when you have 
got this small indication that demand is there, is to increase the 
quota rather than shuffle paper and shuffle peanuts into — where 
they have got to go through a buy-back program. 

There is money lost when you have to go through this channel 
rather than increasing the quota to a reasonable amount to what 
the domestic market, we think, will handle. 

I would personally like to see the elimination of the acreage pro- 
vision in the law. We are controlling the market by poundage, and 
then we talk about the penalties and where people get in trouble — 
90 percent of the cases that I know about where farmers have a 
problem is with this acreage thing. 
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We are controlling the poundage, and with the way ASC meas- 
ures and the problem — I have fields that vary every year. We have 
a lot of small fields, and they will vary every year on the measure- 
ments. 

It is hard for me to figure out; the taxes do not vary on it — they 
go up — but these fields will vary one or three-tenths every year, 
and it serves no purpose except to create some jobs and a lot of 
gray hairs in my head tr3dng to make all this balance out at the 
end of the year. 

I know there are probably other people that want to speak on 
the program. I would like to see it continued. It is one product that 
the environmentalists have not been able to find a blankety-blank 
thing wrong with. It does not cause cancer, it does not have choles- 
trol in it. It might make you fat if you eat too much of it, and in 
the snack food industry — and we are turning into a snack food soci- 
ety — it is probably the greatest thing, nutritionwise, that has hap- 
pened to the American public in the last 10 years, because it is nu- 
tritious, it is a good source of protein. 

Thank you. 

Mr. Rose. Thank you. That is a very good statement and we ap- 
preciate it. 

Charlie Hatcher and I are not worried about a $5 or $10 million 
expenditure for the peanut program, or whatever it costs, for that 
• matter. But there is a new philosophy in Washington that we did 
not start. The philosophy is that we have to cut down on costs in 
these farm programs, not only farm programs, all kinds of domestic 
programs. 

We got kind of caught. The city boys got their programs cut in 
1981, and they started looking around for how to cut the farm boys' 
programs. That is the pinch we got ourselves into. We hope we are 
going to be able to move back to not quite so restrictive a peanut 
program in 1985. 

Any of the people who signed up and want to testify now, raise 
your hand, I will recognize you. 

Mr. Curry, Mr. Lock, Mr. Harrell. Any others? 

Mr. Paulk. Is it appropriate for me to say a few words? 

Mr. Rose. Go ahead. Give us your name and where you are from. 

STATEMENT OF JOHN C. PAULK, RETIRED FARMER, EARLY 

COUNTY, GA 

Mr. Paulk. John C. Paulk from Early County, GA. 

What I have to say is this, if it did not conflict with free enter- 
prise and they get the price of the stuff farmers buy because they 
can sell it cheaper and export it, and I think probably the peanut 
program is a good thing and the farmers cannot live without it. 

I wrote some of the Presidents back and Secretary Butz, and told 
them peanuts is our survival kit. We could not survive without a 
program, an allotment and a support price. 

Now, it is all right to have a two-price system, if you put it 
where the farmers can make a living at it, but they got that export 
program too cheap. 
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And another thing, the land that is being rented out to these 
young farmers — I rent mine to my son and I rent it reasonable. A 
lot of them, the prices just got too high. 

I approve of the program, and I know you all are doing a good 
job up there. A lot of them say: "Well, them boys up there, none of 
them is no good." I do not say that. 

There is a lot of them up there got a good heart and they want to 
help their fellow man. That is what we have got to do; we have to 
work together and the other countries over there that really 
cannot support themselves, I think it is all right for foreign aid, 
but we need to have it paid back. 

I could go on, but I will not take any more time. I appreciate ev- 
erybody and I wish everybody the best. 

Mr. Rose. Thank you very much. 

We know we cannot make everybody happy, and we are sorry 
about that, but we specialized on agriculture programs. There just 
are not as many farmers, and there are certainly not as many 
peanut farmers as there are dairy farmers in this country. 

Dairy farmers have gotten better organized, politically active, 
and they have made out better. 

Unless you peanut farmers start having more children and popu- 
lating the Earth so we can have more representatives in Washing- 
ton, we are going to have to struggle like we have been doing. 

I want to thank all of your for your testimony. 

Congressman Hatcher, it has been a pleasure to be here. 

Mr. Hatcher. I appreciate all of you who testified coming, and I 
appreciate those of you who came just to show support. We had a 
good crowd. 

Mr. Rose. Thank you all very much. 

The subcommittee is adjourned. 

[Whereupon, at 11:52 a.m., the subcommittee was adjourned.] 

[Material submitted for inclusion in the record follows:] 
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PEANUT PROGRAM 
PRESENTED BY CHARLES KEMP, JR. 

I would like to express our appreciation for all of the time and 
effort you have put into the peanut program. Your work has paid off to 
the peanut farmers because as far as I know this is the most successful 
farm program we have. In the recent U.S.D.A. Hearing in Atlanta, when 
Secretary Block and Deputy Secretary Lyng were holding hearings on the 
1985 Fanm Program, the Peanut Program was mentioned several times as a 
guide or pattern to be used for other crops. I talked with Mr. Lyng 
after the hearing about using the peanut program for an example and to use 
Supply Management along with a Cost of Production plus a profit for the 
Producer for all the basic crops, corn, wheat, soybeans and cotton. 

As you know the dairy industry is proof that price suppdrts alone 
does not work. 

I represent Mitchell County Farm Bureau. Georgia produces almost half 
of the peanuts produced in the U.S. Mitchell County is the 3rd largest 
producing county in the state and Mitchell County Farm Bureau has over 700 
members. We would like to see very few changes made in the peanut program 
and these are to help the producer realize a little more return for his 
efforts. 

1. Contracts on excess peanuts should be quota price or above. The 
peanut farmer is no longer in a financial position to sell his 
crop below cost of production to a foreign market. 

2. The farmer should be able to keep his own peanuts for seed out of 
excess peanuts, thus reducing the cost of seed peanuts. 
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There is no reason a peanut producer should subsidize a foreign market. 
In the first place, they are not financially able to; so all contracts for 
excess peanuts should be above cost plus a profit. In other words, support 
price for quota or above. Now more than ever before a farmer has to make 
a profit. The interest on this years crop loan is probably 12 - 15% and 
many have older loans that have not been paid. Interest is adding up on 
these. I would like to point out just how bad the situation is so you 
can tell how much we need a profit. 

In a recent Census Report, there were 49,000 farms in Georgia — just a 
little over one-half a football stadium, and under the present rate, in 
10 years you can put all farmers in Georgia in a high school gymnasium. On 
those 49,000 farms, there are 31,000 FHA loans— 19,800 are delinquent or 
62Z. In Mitchell County there are 587 farms with 1,286 FHA loans and 860 
are delinquent or 68Z. So you can see we are in one hell of a bad shape 
financially. We need all the help we can get. 

We definitely do not need to use our land, our labor, and all of our 
resources to grow peanuts to sell to foreign markets unless we make a profit. 
A waitress in a restaurant makes 15Z just to bring the food from the kitchen 
to the table. Surely die ^farmer is entitled to that much or more. Actually, 
excess peanuts should be contracted at quota prices plus 15 Z or not grown. 

The peanut producer should be able to save his own seed from excess 
instead of quota pounds, thus saving him a little money on his seed. 

The 6.F.A has done a better job of marketing the producers peanuts 
than the individual has for the last several years. This marketing co-op 
is one of the best tooils the peanut producer has and all of them should use it. 
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Nr. Chairman, Honorable Members of Congress, Fellow Farmers, and Members 
of the Peanut Industry: 

I am A. J. Singletary, Managing Partner of Singletary Farms of Blakely, 
Georgia, a family partnership. ' I have been a part owner and officer of 
The Blakely Peanut Company (a peanut sheller), through the handling of the 
1983 crop. 

It Is our pleasure to welcome you to Southwest Georgia, the center of 
the largest peanut belt In our country. Thank you for coming to this area and 
giving the farmers and other representatives of the peanut Industry an oppor- 
tunity to express their views on the content of the new peanut program. 

The real basis and reason for having government Is national security 
and national well-being - and this is the same reason for having a farm program. 
In this context, no farm program has ever been expensive. To the contrary, they 
have been very cheap. Because this country has scarcely known hunger and 
famine, this yery basic premise has frequently been overlooked. It should stand 
out. 

Not only has U.S. agriculture given our consumers adequate supplies of 
food and fiber at very, ^ery reasonable prices, but our food Is now and has 
been for many years an Instrument for peace and a source of salvation and 
Improved nutrition for people in the oth^r lands. 

Some programs of the past, and especially the peanut programs, have 
been outstanding successes in satisfying this need and at the same time 
providing stability for producers and other facets of the industry. This is 
an additional but important benefit. You only have this stability and 
reasonable price for consumers over a long period of time if producers and 
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the conmunltles and businesses which support producers also have reasonable 
returns. 

The peanut programs of the past have enabled producers and the Industry 
to give consumers a high quality and reasonably priced product. The programs 
have helped the entire population of the peanut areas of the country through 
Improved economies. Nany rural areas are y/try dependent upon the fate of the 
peanut crop as the backbone of their economy. 

Farmers have put their own funds Into research, promotion, and education 
and with the help of others In the Industry through the National Peanut Council 
are making an Impact In Improved consumption, both domestically and overseas. 
The Industry, by working together with the cooperation of USDA and FDA, put 
together a model program for handling the aflatoxin problem for the benefit 
of consumers and with smallest possible disruption of the Industry. 

A farm program should do the following and the peanut program does 
all of this: 

1. Give adequate supplies to consumers at reasonable prices. 

2. Give adequate Income'to producers to allow them to take proper 
care of the land and environment and make necessary Improvements. 

3. Provide a stable source of Income to communities with reliance 
on a commodltjji or commodities. 

4. Minimize our cost to government. 

5. Help stabilize the entire industry. 

6. Expand markets and meet these markets. 

7. Flexibility. The program since 1982 has this feature. 
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8. When a comnodlty Is perishable or semi -perishable, such as 
peanuts, the only means to avoid a shortage Is to produce some 
surplus each year. This surplus should not be a burden on the 
producer through low price but should be borne by all the 
population which enjoys the blessings of adequate supplies. 
Some expense to government Is the simplest way to do this. An 
alternative use of peanuts for oil and meal Is an outlet for 
surplus peanuts at a somewhat lower price. This helps hold 
down program costs. In such small quantities It has a 
negligible effect on the price of competing products such as 
soybeans . 
Philosophically, I would be In favor of a totally free market for 

agriculture. However, this would devastate the entire agricultural sector 

because: 

1. Almost eyery other sector of the American economy Is subsidized, 
licensed, or regulated directly or Indirectly which dramatically 
Increases the costs to farmers; and 

2. Other nations subsidize their farm commodities and by tariffs 
or regulations restrict free competition. 

These being true, free market agriculture Is like tying the farmer's hands to 
his body and putting him in the ring with Joe Louis and saying, "Beat em up. 
Tiger." 

A supply management program with price supporting loans available, some 
surplus production for safety of supply, and flexibility of production for 
foreign markets, which also gives each farmer flexibility In planting. Is a 



Digitized by 



Google 



63 



very good alternative. 

Listed below are the areas In which the present peanut program can be 
Improved: 

1. The domestic quota should be Increased above the quota of 1984. 
The Secretary should have the authority to make such Increases 
with guidelines governing his discretion In this area. 

2. The methodology of setting quota prices needs improving. Using 
parity or the Cost of Production Index Is probably the best 

as It Is similar for agriculture to the Cost of Living Index 
for consumers. 

3. The present date of additional contracts, namely, April 15, 
should be changed. A date nearer harvest or delivery would be 
preferable. 

4. Level of price support should be announced much earlier. 
February 1 Is recommended. 

5. Any other change which would facilitate handling of peanuts 
under the program without defeating the purpose of the law 
should be made. Examples: 

a. On re-Import of exported peanuts, once delivered in 
export and title Is transferred, penalties should 
follow title and not be Imposed on the original 
exporter. 

b. Careful study should be given to allowing substitution of 
exports of equal value. This could Increase total use 

of peanuts which would help the entire Industry and 
producers. 



Digitized by 



Google 



64 



6. Agriculture needs wery long lead times so ImsIc law should be 
for much more than four years with provision for minor, and 
I repeat, minor, modifications more frequently. 
Many of the above suggestions and reasons apply to other commodities and 
might be given consideration In over-all farm legislation. However, peanuts 
differ In some ways from other commodities: 

1. Semi -perishable. This requires a program with some storage 
but also requires that some surplus should be planned each year 
to have adequte supplies In case of poor weather and a short 
crop. 

2. Availability of a good secondary use able to absorb what Is 
large volume for peanuts without adversely affecting the 
commodities helps make the first item less expensive. 

3. The absence of a futures market makes a program designed for 
stability desirable. 

4. Rotation of most crops Is advantageous but rotation Is more 
Important for peanuts than for many others. This Improves 
quality as well as yield. You really need at least three or 
four acres of other crops to each acre of peanuts. Because 

of this, good farm programs for other crops are also necessary 

for survival of peanut growers. 
In closing, I repeat there are no real free markets and yery little 
free competition In the world so a supply management program Is necessary for 
fanners. Some things mentioned are more Important to other segments of the 
Industry than to growers but we must all work together for a better over-all 
program that will benefit ewery segment. Cooperation of all segments of the 
Industry will be necessary to get a program passed. 

In the words of our forefathers, "Ue must hang together or be hung 
separately." 
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LONG-TERM FARM POLICY TO SUCCEED THE 
AGRICULTURE AND FOOD ACT OF 1981 

(Peanut Price Support Program) 



THURSDAY, JULY 12, 1984 

House of Representatives, 
Subcommittee on Tobacco and Peanuts, 

Ck)MMnTEE ON Agriculture, 

Headland, AL. 
The subcommittee met, pursuant to notice, at 9 a.m., in the 
Wiregrass Substation Auditorium, Auburn University Extension 
Service, Headland, AL, Hon. Charles Rose (chairman of the sub- 
committee) presiding. 
Present: Representatives Hatcher, Tallon, and Hopkins. 
Also present: Representative Dickinson. 
Staff present: Joan Teague Rose. 
Mr. Rose. The subcommittee will be in order. 
I believe Mr. Goodwin Mjrrick of the Alabama Farm Bureau has 
a few comments to make before we begin. Also, the prepared state- 
ment of Mr. Dickinson will be placed in the record at this point. 
[The prepared statement of Mr. Dickinson follows:] 

(66) 
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REMARKS 

CONGRESSMAN BILL DICKINSON 

AT 

PEANUT AND TOBACCO SUBCOMMITTEE HEARINGS 

HEADLAND. ALABAMA- JUNE 12A^^^ 

It is a pleasure for me to be here today, and I am grateful 

FOR THE OPPORTUNITY TO BE. ONCE AGAIN. WITH THE PRODUCERS OF 
PEANUTS WHOSE PRODUCTION AND WHOSE PROSPERITY ARE SO VITALLY 
IMPORTANT TO OUR STATE AND TO THIS DISTRICT. 

i am honored to have in our district the house agriculture 
Subcommittee on Peanuts and Tobacco which will hold hearings today, 
and it is my privilege to welcome to the wiregrass my good friend 

AND COLLEAGUE. REPRESENTATIVE ChARLIE RoSE OF NORTH CAROLINA. THE 

Chairman of the Subcommittee. Also with me today are my colleagues 
Representative Larry Hopkins of Kentucky, the ranking Republican 
on the Subcommittee. Representative Robin Tallon of South Carolina^ 
AND Representative Charles Hatcher of Georgia who is our geographic 
neighbor and whose district is also deeply involved in peanut 
production, 

I WARMLY welcome THE STAFF OF THE PeANUTS AND TOBACCO SUBCOMMITTEE 
AND THE PEANUT FARMERS FROM THROUGHOUT THE WiREGRASS WHO HAVE 
ASSEMBLED HERE TODAY TO EXPRESS THEIR CONCERNS AND NEEDS. AnD. I 
WOULD LIKE TO EXPRESS MY APPRECIATION TO Mr. HaRTZOG. Mr. StARLING. 
AND TO THOSE AFFILIATED WITH THE AUBURN UNIVERSITY ExTENTION SERVICE'S 

WiREGRASS Substation whose efforts have made possible our use of 

THIS facility. 
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As YOU KNOW^ today's HEARINGS ARE CONDUCTED BY THE SUBCOMMITTEE 
IN PREPARATION FOR THE 1985 FaRM BiLL. ThIS MORNING^ THENy IS AN 
IMPORTANT OPPORTUNITY FOR THESE GENTLEMEN T.O MEET AND LEARN FROM 
THE EXPERIENCE OF LOCAL PEANUT PRODUCERS. FURTHERMORE^ IT IS AN 
OPPORTUNITY FOR YOU^ THE FARMERS OF THE SECOND DISTRICT^ TO ADVISE 
MEMBERS OF YOUR GOVERNMENT OF YOUR POSITIONS ON MATTERS OF IMPORTANCE 
TO PEANUT PRODUCERS AND OF YOUR NEEDS IN THE UPCOMING FaRM BiLL. 

Let ME ASSURE YOU THAT THOSE OF US WHO FACE THE HARD CHOICES AND 

the difficult task of drafting and considering this legislation 
hold in high esteem the thought^ insight and valuable input that 
you bring to the formation of this important measure. 

Thank you. 

OPENING STATEMENT OF GOODWIN MYRICK, PRESIDENT, 
ALABAMA FARM BUREAU 

Mr. Myrick. Welcome to Alabama. We appreciate you gentlemen 
coming down here to talk to our folks about the peanut industry 
and about the agriculture in general. 

I would like to make a few statements about agriculture and, of 
course, I hope you gentlemen recognize that agriculture is not par- 
ticipating in this prosperity that we hear so much about in the 
country today. 

Agriculture is sick. We are reeling and rocking, and I hope that 
you recognize the condition that we are in. I think that you would 
only have to look at the Farmers Home Administration as to the 
number of delinquent loans that we have in the State of Alabama 
to recognize it, and it is just almost daily that I get a call from 
farmers that are being liquidated by some lending agency. It is a 
sad situation to see agriculture in this kind of condition. 

You know our interest rates. I hope certainly you gentlemen rec- 
ognize what interest rates are doing to agriculture. We do not have 
the ability to pass on those interest rates. Being president of an in- 
surance company, as well as a farm organization, I recognize that 
in the investment field interest rates and being able to — with our 
investments of our insurance companies, have been rather healthy. 

We make a lot of money on investments, but on the producer's 
side the interest rates are killing agriculture and, of course, as you 
might recognize and know, that interest rates have strengthened 
our dollar and, therefore, agitated our export markets. So we are in 
a real dilemma as to what are we going to do in the future. I am 
afraid the worst is yet to come in agriculture if we do not get a 
hold and get interest rates to a more affordable level. 

In my own personal operation in 1975, I responded to a call to 
"give me your production." I have a market for your production 
and I reached out and took an equity in a farm that I am the 
fourth generation owner and used that equity to reach out and buy 
1,020 acres of land. At that time, the rate at the Federal land bank 
was IV2 percent, and you know what it is today, and you can imag- 
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ine the toil that I have, the biggest problem that I have, and our 
companies have been successful, the most successful they have ever 
been. The biggest problem I face daily is keeping my farm afloat 
and I think many of the farmers here in this audience today can 
testify to that same fact. 

We have so many things that affect agriculture, and certainly we 
C€mnot blame Congress for all the problems we have in agriculture. 
I have two farms in two different coimties, and dry weather is just 
literally ruining a com crop. We have done everything that we are 
supposed to do in growing a com crop, but when the rain does not 
come you do not make a crop. Certainly, that is no fault of the Gov- 
ernment, but I think it points up the fact that we certainly need 
Government within agriculture. 

There are some people that say we want a completely free 
market, no Government intervention, no Government involvement. 
I do not support that theory. I think without Government, agricul- 
ture would certainly be in a worse condition than it is in today, 
and I think that agriculture is everybody's business because, as you 
well know, agricultural food and fibers are produced on farms and 
not in factories and we have not experienced a food shortage in 
this country. I hope we never do, but there is no guarantee that 
that will not happen. 

I think if you look at the economics of agriculture today we have 
to recognize that it is in a very fragile condition. As we look to the 
future, if we continually lose our family farms, who will own these 
farms? Normally, capital picks up, does it not, and who has the 
capital? 

I think we should all be concerned that we could have an influx 
of foreign capital, energy people coming in and picking up these 
farms, and if they control the total energy, food, and oil, then we 
are helpless. 

So I hope that you gentlemen, when you meet in your meetings 
today and throughout the coming months in trying to develop a 
farm bill, that you will respond to agriculture's needs. I would rec- 
ommend to you here in this major production of peanuts, we have 
14 producing counties, and I think this is a prime example of a pro- 
gram that it is my understanding that really does not cost the Gov- 
ernment. It is self-supporting and so we need this prc^am. 

We do have people in the Congress that want to eliminate the 
peanut program, and I think that would be disastrous to the people 
in this area. 

I appreciate your coming and I appreciate the opportunity to be 
here today. 

Mr. Rose. Thank you for those very meaningful comments, and I 
want to pay tribute to you for heading up an organization, the Ala- 
bama Farm Bureau, that is really a standout in the South and in 
the whole country, for speaking out for active agricultural produc- 
ers. 

So many of our organizations tend to reflect the opinions of 
people who have retired from agriculture, but your organization is 
in there fighting for the active, young and middle aged producers. 
We conscious of that. You have taken steps and you have t€iken 
some risks in your organization to be bold, to make yourself heard, 
and we have heard you and we appreciate your being here. 
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Mr. Myrick. You are very kind. 

Mr. Rose. We will let Mr. Dickinson make some comments, if he 
would like to. 

OPENING STATEMENT OF HON. WILLIAM L. DICKINSON, A 
REPRESENTATIVE IN CONGRESS FROM THE STATE OF ALABAMA 

Mr. Dickinson. Thank you very much, Mr. Chairman, and as I 
said at the inception of the hearing, I very much appreciate your 
allowing me to sit in. I am not a member of the Agriculture Com- 
mittee, but because of your kindness, you have allowed me to sit in 
on the hearing, and I very much appreciate it. 

Goodwin, we appreciate your remarks. I hear you loud and clear. 
I think everyone who is in an agricultural-related business or has a 
constituency related to agriculture, I think they are pretty well 
aware of the fight. But, as you say, we have some that would kill 
the peanut program, that would do many things and, as I have said 
before, we have some Members of Congress, I think, who really be- 
lieve that food comes from the grocery store. It must start there. 
They do not even know it comes from a farm and so they are not 
very sympathetic. 

I will not take any more time to thank you for coming. 

Mr. Hopkins, the ranking minority member on the subcommit- 
tee, wanted to deliver a few thoughts himself. 

OPENING STATEMENT OF HON. LARRY J. HOPKINS, A REPRE- 
SENTATIVE IN CONGRESS FROM THE STATE OF KENTUCKY 

Mr. Hopkins. Thank you very much. Bill. For the chairman and 
my colleagues on the Tobacco and Peanuts Subcommittee, let me 
say that I am delighted to be here in Alabama with my colleagues 
on the subcommittee. I must register one complaint, if I may. I am 
from Kentucky and I am greatly offended by this War Eagle sign 
that is up here. [Laughter.] 

But we are delighted to be here in the home district of our col- 
league. Bill Dickinison, and primarily that is why we are here, be- 
cause he asked us to come. It is just that simple, and somebody I 
think needs to say that. He is vitally interested in your concerns as 
farmers, and this Tobacco and Peanuts Subcommittee is going to be 
working with Bill Dickinson very closely as we formulate the 1985 
farm bill. 

The gentleman who just spoke from the Farm Bureau, let me as- 
sociate myself with his remarks and say to you that those that are 
maybe deciding whether or not you want to stick with the Farm 
Bureau, and I know we have farmers like that in Kentucky who 
are saying, gee, I do not know if I ought to stick with the Farm 
Bureau or not, let me encourage you to do so. 

This is not the time for farmers to be splintering off and going in 
different directions. You stick with that Farm Bureau because they 
are very active and a veiy good voice for you. You may not agree 
with everything they do. They do not expect you to, but this is not 
a time for farmers to be dividing up in small splinter groups and 
going in different directions. 

He also spoke of interest rates. I want to concur with him, the 
problems that interest rates cause you and all the other farmers in 
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this country. The deficit of this country has been pubUc enemy No. 
1. It used to be inflation, and now it is the deficit. Just to pay the 
interest on the bills of this country is now the third largest item in 
the budget, and what I guess I am sajdng to you is the Government 
is doing such a good job that the people can hardly stand it. 

I am delighted to be here in Alabama today with my friend and 
your Congressman, Bill Dickinson, and look forward to working 
with him to put together a good farm bill that will be advanta- 
geous for the peanut growers here in Alabama. 

Thank you very much, Mr. Chairman. 

Mr. Rose. The Tobacco and Peanuts Subcommittee field hearing. 
Auburn University Extension Service, Wiregrass Substation Audi- 
torium, Headland, AL, will officially begin. Our subject for today is 
a review of the Peanut Price Support Program. 

Our first witness is Mr. James Earl Mobley, president of the Ala- 
bama Peanut Producers Association of Dothan, AL. 

STATEMENT OF JAMES EARL MOBLEY, PRESIDENT, ALABAMA 
PEANUT PRODUCERS ASSOCIATION 

Mr. Mobley. Chairman Rose, distinguished Congressmen, I am 
James Earl Mobley, president of the Alabama Peanut Producers 
Association, and chairman of the National Peanut Growers Group. 

The latter is a federation of the 12-State and regional peanut or- 
ganizations throughout the entire Peanut Belt. For your informa- 
tion, the names of these member organizations are listed on the at- 
tachment of my written statement. 

While serving on these two organizations, I am first and foremost 
a peanut producer, and have been all my life. 

Before proceeding, I wish to welcome each of you to Alabama 
and hope that your visit proves to be beneficial, informative, and 
enjoyable. Opportunities like this hearing combined with your pres- 
ence and interest go a long way in fostering cooperation and under- 
standing between you as lawmakers and us in agriculture. 

Congressmen, we believe that no group of agricultural producers 
have worked harder or sacrificed more in recent years to bring 
about a beneficial and acceptable farm program. 

The Peanut Price Support Program does work. The peanut pro- 
gram has and does have a stabilizing effect on every county. State, 
community, and family farm involved in the production of peanuts. 
In the 14 peanut counties in Alabama, the economic impact has 
been valued at over a half-billion dollars annually. 

The peanut program has maintained farm prices at income levels 
higher than would have prevailed without the program. According 
to USDA's own figures, peanuts are the only major farm commodi- 
ty to return any profit to agricultural producers last year. 

Prior to 1977, the traditional peanut program provided a continu- 
ous supply of reasonably priced peanuts to the market and yet con- 
tinually maintained net returns to producers at satisfactory levels. 

However, this traditional program drew sharp criticism due to 
the increasing cost exposure of the Commodity Credit Corporation 
that resulted from the statutory minimum support rate. The 
changes in the program in 1977 and again in 1981 modified the pro- 
gram to ensure a drastic reduction in program costs to the Govern- 
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ment and to remove production barriers to producers by suspend- 
ing acreage allotments. 

These program changes made it necessary for the producer to 
plan his production for two distinct and different markets, the do- 
mestic market for the quota system and the export market under 
the system for additional peanuts. The stability was maintained 
with the quota support level being tied to the previous year's cost 
of production. 

For the record, I would like to point out that the Department of 
Agriculture changed its formula for determining this year's cost, 
and the new formula grossly distorts cost items when it is com- 
pared to the 1982 and 1983 crops. This is comparable to changing 
the rules in the middle of the ball game. 

The question of program costs to the Government should all but 
be resolved. The cost of the 1982 crop is reported by USDA to have 
been approximately $4.2 million. The 1983 crop loss is expected to 
be even lower. 

It should be pointed out that the cost exposure with CCC has 
been reduced from 700,000 tons under the program prior to 1977 to 
an estimated 53,000 tons under the present program in 1983. The 
entire 53,000 tons were nonedible quality peanuts. The remainder 
of the more than 1.6 million tons of U.S. peanuts produced are 
presently moving through the domestic and export edible market. 

The production of additional peanuts provides an avenue to 
ensure a continuation of supply of the U.S. peanuts to the world 
markets. Such assurances are essential to the continuing expansion 
of export markets. It should be mentioned that the Export Commit- 
tee of the National Peanut Council has recently opened an overseas 
office in Rotterdam to help further and encourage expansion of our 
export markets. 

These additional peanuts also ensure a backup supply for short- 
age of domestic peanuts. Loan rates for additional peanuts approxi- 
mate world crushing levels which permits them to be competitive 
with other world suppliers. Through the three area pools, growers 
may still share in increased sales of such peanuts, depending on 
the world market situation. 

The provisions of the law removes the cost exposure the USDA 
previously assumed in supporting production at the quota level 
from the entire farm allotment. At the same time, it provides for 
the unlimited production of these additional peanuts. The applica- 
tion of this option by the grower in producing these additional pea- 
nuts generally depends on his potential ultimate return from such 
peanuts rather than the loan level for additional peanuts. 

The present two-price program with its sharp reduction in Gov- 
ernment costs still provides flexibility for the production of peanuts 
for export markets. Under the provisions of the program, shellers 
can forward contract for the production of these peanuts to be ex- 
ported. At the same time, basic elements of stabilizing our industry 
and the orderly marketing of the crop with effective quality con- 
trols are retained. 

The basic framework of the current program should be continued 
in the new farm bUl. It provides the fundamental principle that 
any farm program should contain: One, stability for the grower, 
sheller, manufacturer, and consumer; two, a balance between 
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supply and demand; three, production flexibility for the domestic 
and the export market; four, the basis for financing the production 
of the process and the processing of the crop; five, a reasonable op- 
portunity for profits; six, maintaining a reasonable consumer costs, 
and seven, all at negligible costs to the taxpayer. 

The Alabama Peanut Producers Association recently conducted a 
survey of our producers to obtain direction on our approach to the 
new peanut prc^am. Fifteen percent of our producers responded, 
with over 97 percent of the respondents wishing to continue supply 
management prc^ams utilizing poundage quota and price sup- 
ports. 

Over 85 percent favor continuing a two-price system with quota 
peanuts used in the domestic market and additional peanuts pri- 
marily used for the export market. It is my hope that those of you 
who will be deciding the fate of the 1985 farm bill will look at the 
peanut prc^am in terms of its refinment rather than its overhaul. 

For example, the domestic quota should be increased above the 
1984 level. The demand for domestic peanuts has exceeded the 1^- 
islative quota poundage for 1984. A less rigid determination of the 
quota would help all segments of our industry. Over 87 percent of 
the growers responded favoring setting the quota poimdage at a 
level that fluctuates according to the domestic consumption rather 
than at levels that are legislated over a 4-year period. 
, 'Hie present date of additional contracts should be changed. The 
'National Peanut Growers Group tentatively recommended an 
August 1, contract deadline, and there are many who feel that the 
deadline should be at the date of delivery. 

The methodology for determining the cost of production should 
be spelled out. When there can be wide variance in interpretation, 
it causes inconvenience and confusion to all the parties. Eighty- 
four percent of our producers favor setting the level for quota pea- 
nuts at the average national cost of production including land 
costs. 

And, in summary, I think the statistical data will point out the 
program has accomplished its objectives for being cost effective to 
the Government and providing stability to the industry. The 
peanut program is a perfect example of supply management. 

Rather than the peanut program being attacked or criticized, I 
feel that it should serve as an example of what should be consid- 
ered in other areas of agriculture. We are faced with Government 
involvement in all aspects of our lives. It is foolish to agree with 
those who suggest that agriculture should exist in a free market 
environment when all those factors determining our markets are 
in no way a free market or free enterprise system. 

The Federal Reserve Board determines our interest rates, legisla- 
tion determines our minimum cost of labor, regulatory agencies de- 
termine the availability and cost of our inputs, and export and 
import regulations combined with subsidized commodities from 
other countries determine our access to world markets. A supply 
management program is necessary for agriculture and also those 
other segments which depend on agriculture. 

In closing, let me say that we are proud of the peanut program 
and the successful way it worked. On behalf of the peanut industry 
in Alabama, we appreciate your holding this hearing in our State 
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and giving our peanut industry a chance to express our thoughts 
and views on a prc^am that could very well determine the surviv- 
al of many of us. 

Mr. Chairman, we appreciate your being here with us and my 
statement is filed. 

Mr. Rose. Thank you, James Earl. 

Yours was an excellent statement. It is quite an honor to have 
the pet of the National Peanut Growers Group in your State, in 
Alabama, and having him as our lead witness, and we appreciate 
your comments very much. 

Are there any questions or comments? 

Mr. Dickinson. Let me say briefly, I do appreciate your appear- 
ance here, James Earl, and I think you speak with authority and 
certainly with a wealth of backgroimd and knowledge, and your 
voice is a very representative one and I am certain it will be heard 
and heeded by the members of the full Agriculture CJommittee as 
well as this subcommittee. 

Thank you, Mr. Chairman. 

Mr. Rose. Are there other questions? Mr. Hopkins. 

Mr. Hopkins. I have no questions. Mr. Mobley, I appreciate your 
being here and I look forward to working with you as we formulate 
the 1985 farm bUl. 

Mr. Rose. Congressman Hatcher. 

Mr. Hatcher. Mr. Mobley, do you have a recommendation as to 
when the contract date should be for quota peanuts? 

Mr. Mobley. The contract date for quota peanuts? I don't think 
we ought to contract any quota peanuts at all. I think that would 
be between the buyer and the sheller. On the additional peanuts, 
as I have stated, I believe August 1, would be a good date, maybe 
even up to the time of delivery. This gives the farmer a chance to 
t€ike advantage of dry weather like we are having now or short 
crop or world shortage or what not, strictly on the world market. 

Mr. Hatcher. Do you have a lot of extra peanut acreage in this 
area this year? 

Mr. Mobley. I believe we have more than we did last year. Con- 
gressman Hatcher. 

Mr. Rose. Anything else? Mr. Tallon. 

Mr. Tallon. No. 

Mr. Rose. Thank you, sir. 

Mr. Mobley. Thank you. Chairman, Rose, and we appreciate you 
all being with us. 

Mr. Rose. Thank you very much. 

Our next witness is Mr. Frank Marshall, the chairman of the 
Alabama Farm Bureau Federation's Advisory Committee on Pea- 
nuts from Headland, AL. Mr. Marshall, we are happy to hear from 
you. 

Also at this time I would like to put the prepared remarks by 
Congressman Dickinson in the record before the remarks of Mr. 
James Earl Mobley. 

Mr. Marshall, we will hear from you now, sir. 
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STATEMENT OF FRANK MARSHALL, CHAIRMAN, PEANUT 
ADVISORY COMMITTEE, ALABAMA FARM BUREAU FEDERATION 

Mr. Marshall. Mr. Chairman, members of the subcommittee, 
my name is Frank Marshall, a peanut farmer from here in Henry 
County. I also serve as chairman of the Alabama Farm Bureau 
Federation's Peanut Advisory Committee. And on behalf of the 
Alabama Farm Bureau and its 270,000 members I express our ap- 
preciation for this hearing. It is often very difficult for those of us 
on the farm to make a personal appearance in Washington. 

As a producer whose sole livelihood originates from the farm, I 
am seriously concerned with the direction that some of our legisla- 
tive and administrative leaders would like to see agriculture take. 

The American farmer has become such an efficient producer that 
he is on the verge of producing himself into bankruptcy. 

There are those who would say that the Government has no 
place in agriculture and that agriculture should operate on a free 
market basis. This is good in theory but it loses its application 
when the other aspects of production inputs and marketing are 
considered. 

Agriculture does not operate in a real world free market society. 
The Government will always be involved in agriculture either di- 
rectly or indirectly. Agriculture needs the proper Government in- 
volvement to provide a more stable and orderly marketing and 
pricing. 

The real reason for any Government involvement is to maintain 
order and stability. The Federal Reserve Board, import and export 
tariff and duties, social programs, OSHA, EPA, and so forth, all are 
designed with these objectives. Certainly agriculture should be no 
exception. 

I hope that after evaluating the peanut program that it will 
serve as an example of how Government programs should work in 
agriculture rather than a target for criticism. 

The peanut program accomplished what any farm program 
should. First, it provides adequate supplies to consumers at reason- 
able prices; second, it gives producers a realistic opportunity to 
make a profit, third, it stabilizes the entire peanut industry, as 
well as the economies of the local communities involved; fourth, 
minimizes the costs to the Government, and fifth, allows flexibility 
for entrants and exits from the industry, while at the same time 
providing for creating and expanding markets and a means to meet 
these markets. 

The peanut program is a supply management program that 
works. It is a program that provides stability for producers to 
borrow operating capital from year to year, provides an incentive 
to produce a quality product and encourages efficient practices and 
land conservation. 

However, there are some areas in which the peanut program 
may be improved. I may add that our program needs refinements 
rather than any major overhauls. Currently the domestic consump- 
tion exceeds the quota base legislated in the last farm bill. 

The domestic quota should be increased and provisions should be 
made for maintaining adequate domestic balances. Support levels 
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should continue to be tied to the cost of production to ensure pro- 
gram stability. 

Also, the present date of additional contracts should be changed. 
A date much closer to harvest, or even date of delivery, would be 
preferable. This would provide peanut producers with a chance to 
take advantage of world trends or at least have more of a say-so in 
the marketing of their products. 

The peanut program is a sound, healthy program for our entire 
industry. Today there appears to be a better air of cooperation 
among the different segments to make the program work than in 
the past. All segments recognize its benefits. This cooperation can 
generate a program that will be more beneficial to every segment 
yet it will be highly acceptable to you in considering the 1985 farm 

bm. 

I thank you for this opportunity to appear before you and sin- 
cerely appreciate your efforts in holding this hearing. Also, these 
hearings will go a long way in fostering the relationship between 
you who influence our livelihood and those of us who provide the 
food and fiber for this great Nation. 

Thank you. 

Mr. Rose. Thank you, Mr. Marshall. That's a very good state- 
ment and I think we probably all agree with you that refinement 
rather than overhaul is the key thought here. 

Mr. Dickinson, Mr. Hopkins, any comments? 

Mr. Hopkins. I wonder if you might expand just a little bit. You 
stated that there appears to be a better air of cooperation among 
the different segments. 

Mr. Marshall. I was referring primarily to the producer and the 
sheller because we do work together good and I think the sheller 
and the producer— I do believe there is a much closer relationship 
today than there was a few years ago. I think both segments are 
working together for the good of the peanut industry. 

Mr. Rose. Thank you. 'fiiank you, Mr. Marshall. 

Mr. Hatcher. 

Mr. Hatcher. I would like to ask you about a contract for quota 
peanuts. Do a lot of your producers here contract their quota pea- 
nuts prior to the deadline; do they wait and let them go into GFA 
or 

Mr. Marshall. Well, of course there is a deadine set up for con- 
tracting quota and additonal peanuts and I might add that 

Unidentified Speaker. There is not a deadline for contracting 
quota peanuts. 

Mr. Marshall. Well, addition, but I go along with the president 
of the Alabama Peanut Producers, Mr. Mobley. If you are saying 
should we contract quota peanuts, I do not think they should be 
contracted. 

Mr. Rose. Any comments? Any other questions? [No response.] 

All right. Thank you very much. We apprecaite you being here 
and having your testimony, Mr. Marshall. 

Mr. James Howard Lewis, executive trustee. Southeastern 
Peanut Producers Action Committee, Cottonwood, AL. Go ahead, 
Mr. Lewis. 
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STATEMENT OF JAMES HOWARD LEWIS, PEANUT FARMER, 
COTTONWOOD, AL 

Mr. Lewis. Mr. Chairman, Congressmen and staff members, my 
name is James Howard Lewis from Cottonwood, AL. I am a produc- 
er and farm supply dealer and fertilizer dealer in Cottonwood. 

The comments here today reflect my views and my feelings on 
the peanut program from several aspects. First and foremost, as a 
peanut producer; second, as An agribusinessman in the farm supply 
business; and, third, a member of the board of directors of the bcmk 
in our community. 

All farmers over this great land, as well as here in Alabama, 
face many problems. The machinery costs, the costs of fuel, and 
competition for labor with industry are just to mention a few. Our 
fertilizer costs alone has risen in the last 20 years aproximately 400 
percent. With the exception of peanuts, the price of our commod- 
ities are about equal to the price they were 20 years ago. 

The agricultural community is encouraged to seek foreign mar- 
kets and that soimds fine but it is of little help to the farmer if the 
crops are sold at a loss to him. 

Our national trade deficit could be greatly reduced by selling our 
export products at a profit. Foreign governments subsidize their 
producers and have tariffs that make accessibility to their markets 
unapproachable in many instances. 

The peanut industry is fortunate to have a peanut program that 
encourages supply management. The peanut producer has the 
option to produce for the world price as they so desire. But I will 
assure you there is nobody in the State of Alabcima that can grow 
peanuts for $185 a ton. 

Our current system provides for the contracting of peanuts 
which can be sold at edible markets overseas if a producer's econo-' 
mies of scale and management efficiency offers him the opportuni- 
ty to make a profit. The peanut program is necessary, I feel, for the 
survival of the Southeast. 

We have become very dependent on peanuts here in the South- 
east. We have the machinery and know-how already in the area, 
the bu3dng points and the shelling plants are located here, and we 
have the land and the climate that is ideal for the production of 
peanuts. 

I remember well before we had a peanut program the profit from 
peanuts was nonexistent. After the program was implemented our 
area was able to take advantage of the peanut program and at that 
time the cotton allotment program. And later we saw a shift of 
cotton westward to California and Arizona after we lost allotments 
and left the farmers in our area, the only profitable crop was then 
and is now peanuts. 

As has been mentioned previously, peanuts have an important 
impact on the economnics of this region. Even with the contribu- 
tions that peanuts have made, agriculture in the Southeast is 
facing difficult times. 

In my own business as a fertilizer dealer my tonnage has de- 
creased approximately 50 percent in the last 5 years. The farmers 
are looking for ways to cut costs to stay in business. They are using 
the minimum rate for fertilizer and sometimes less. 
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Also, as a farm supply dealer, our sales are less due to the finan- 
cial conditions of the customers. Credit must be limited because of 
the situation that we are now facing. 

If we had no peanut program the financial situation and burden 
would be increased as credit would further be tightened because of 
the lack of a stable base on which to extend credit. 

As a member of the board of a local bank, we have seen a de- 
crease in agricultural loans by private and community banks. Inde- 
pendent banks must let the farmers turn to Federal agencies for 
their borrowing. 

We see collateral at the lowest point since the Depression. In our 
area we see overall area businesses flourishing and farmers are fi- 
nancially able to purchase their goods. Equipment, tractors, trucks, 
and general business need a profitable agriculture. 

The Federal Government collects very little taxes from a farmer 
who is making no profit and most producers are now using the 
equity that has been built up over prior years or was inherited. 

To ensure a successful agriculture we do need Government in- 
volvement in agriculture. My personal opinion is that we need to 
maintain strong supply management programs for peanuts and 
possibly even consider acreage allotments to prevent the oversup- 
ply and excessive Government costs. 

The peanut program works. The program should be viewed in 
terms of modifications to improve its fairness and implementation 
rather than its structuring. 

I would like to see more input from the farmer level as to the 
inspection of peanuts. The shellers and the processors have had the 
most impact on the grading in the past. 

Also, the buyback provision needs to be reconsidered. The buy- 
back provision provides an easy way for buyers to obtain peanuts 
at approximately quota price without the producer benefitting 
from the true value of his peanuts. Also, the buyback peanuts com- 
pete directly against quota loan peanuts in surplus years. 

Congressmen, we have seen the peanut program evolve over the 
last 8 years to a program that should almost erase all objections 
that have been presented. It provides for competitiveness on world 
markets; its cost is virtually nonexistent to the taxpayers; it per- 
mits anyone interested in growing peanuts to do so; and it provides 
an adequate supply of reasonably priced high quality peanuts to 
the consumer; and it provides a reasonable opportunity for all seg- 
ments of the industry to realize a return on their investment. 

I hope that you will consider what has been said and what will 
be said here today and use your influence to persuade and educate 
your fellow Congressmen to the value of our supply management 
program and the example that it should serve to other areas of ag- 
riculture. 

I hope your visit to Alabama has been informative and enjoyable 
and I appreciate the opportunity to appear today before you. 

Mr. Rose. James Howard, we are happy to have your testimony 
and appreciate your being here. It was an excellent statement. 

Any questions or comments, Mr. Dickinson or Mr. Hopkins? 

Mr. Dickinson. I would just like to add my thanks. I think, wear- 
ing three hats simultaneously gives more credibility to your state- 
ment, speaking as a lender, as a bu&inessman, agribusiness that 
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participates in the farming community, and as a producer himself 
who is directly affected by the program. As I say, I think it very 
definitely adds to the credibility of the statement, and we appreci- 
ate it. 

Mr. Lewis. Thank you. 

Mr. Rose. Mr. Hatcher. 

Mr. Hatcher. Mr. Lewis, would you recommend abolishing the 
bujrpack provision or modifying it in some way? 

Mr. Lewis. In my personal opinion and the knowledge I have, I 
think it should be abolished. 

Mr. Hatcher. Thank you. 

Mr. Rose. Mr. Tallon. 

Mr. Tallon. No. 

Mr. Rose. Thank you very much. 

Our next witness is Mr. John Anderson from Anderson Peanut 
CJo. We are delighted to have you, sir, and you may proceed. 

STATEMENT OF JOHN W. ANDERSON, MANAGER, PEANUT 
DIVISION, ALABAMA FARMERS COOPERATIVE, INC. 

Mr. Anderson. Mr. Chairman, Congressmen, I am John W. An- 
derson, manager of the peanut division of Alabama Farmers Coop- 
erative. We are a sheller of peanuts located in Alabama and I am 
here today on behalf of our producer members and other shellers 
to testify in favor of the continuation of a Peanut Program. 

I have spent most of my adult life involved in agriculture here in 
the peanut producing area of Alabama. I have been both a farmer 
and a peanut sheller and I can tell you that peanuts have been the 
life blood of agriculture in the peanut producing area of the South- 
east. Peanuts have been the only consistent profitable commodity 
that a farmer could grow. 

Today we have a program, that with a small amount of adjust- 
ment, will provide plenty of peanuts for the U.S. consumer at rea- 
sonable prices; produce a profit for the efficient producer; provide 
peanuts for shellers to process; provide the best quality edible pea- 
nuts for the world export market and do all this and more. And yet 
do this within the framework of a program with almost no cost to 
the Federal Government. Certainly this is a program that should 
be considered. 

Now let us discuss some of the minor changes that I believe 
would benefit the program and its operation. 

First, eliminate the contracting deadline for contract additional 
peanuts. As one European buyer said to me: "It is like having a 
going out of business sale during the last couple of weeks on con- 
tracting.'' 

Let the time of delivery be the deadline for contracting. I believe 
then the shellers would offer contracts year around so that a pro- 
ducer could contract whenever he wanted to contract. The produc- 
er could take advantage of the market rises throughout the year to 
market his peanuts. The shellers would not be forced to sell so 
many peanuts in a market all at the same time in order to hedge 
some of their purchases. 

The deadline forces peanuts into the market and thereby forces 
the price down. This is the export market I am referring to and not 
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the domestic market. This then reduces the dollars we bring into 
this country by reducing the price of our exports. 

Second, the support price of quota peanuts should be tied to the 
cost of production as presently used. As the cost of production goes 
up, so should the support price of quota peanuts. 

On the other hand, the support price for additional peanuts 
should remain low enough so as to prevent any cost to the Govern- 
ment. 

Third, the present law calls for an annual reduction in quota 
pounds. At the present time the domestic usage is larger than the 
quota pounds available. If it were not for the undermarketing from 
prior years being allowed to be marketed in the current year there 
would be a severe shortage of quota peanuts. Some method for in- 
creasing quota production must be included in a peanut bill. 

Fourth, there needs to be some changes in responsibility of proof 
of export. At present, the proof responsibility can be transferred 
from one handler to amother, if there is a sale of contract addition- 
al peanuts between handlers by form CCC 1006. 

This form requires a signature of the buyer, the seller, and the 
approval of the area association. 

Why not allow a handler who has primary responsibility to pro- 
vide proof of export, to provide in lieu of this 1006, contracts show- 
ing that this requirement to export a certain lot or lots of peanuts 
have been transferred to another handler? Then the last hamdler 
would be required to provide the area association the necessary 
proof. 

If something of this nature is not done, sooner or later there 
could be and probably will be very serious problems in this area. 

For example, shellers oftentimes sell contract additional peanuts 
to what is known in the trade as a dealer. The dealer actually 
takes title to these peanuts. In turn, he resells these pesmuts to 
someone else. Sometimes this may be another U.S. handler of pea- 
nuts. This handler may elect not to sign a 1006. 

If this handler does not export the contract additional peanuts in 
question but instead ships them into the domestic market the origi- 
nal handler would be assessed the penalty. His only recourse would 
be to sue his customer who in turn would have to sue the handler 
who actually violated the export obligation. 

Lately, as the law is presently written, if a sheller exports con- 
tract additional peanuts and at a later date the peanuts are 
brought back into the United States, the handler/sheller of record 
who exported them is subject to a penalty since they were brought 
back into this country. 

This is also true if the peanuts were shipped to Canada or 
Mexico and made into a peanut product and that product is import- 
ed into the United States. 

This is putting the handler/sheller in the position of being a po- 
liceman, quite frankly, without having the policeman's rights. 

Why not attach the peanuts until the penalty is paid or require 
the importer or the buyer to pay the penalty before releasing the 
peanuts when they are imported? 

Or, as an alternative, if the hander that exported the peanuts 
has a clause in his export sales contract that prohibits the reentry 
of the peanuts, or the peanut products for liquidation damages. 
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then the handler could assign his rights for liquidation damages 
under the contract to the USDA in lieu of pa3dng the penalty. 

Mr. Chairman, these are a few of the changes that I feel the new 
legislation would make the program even more workable. If you 
have any questions of me, I will be happy to try to answer them. 

Mr. Rose. That was a very helpful statement. I think you have 
got some good suggestions in there and I know that we will look 
very closely at those suggestions. They are good ones. 

Any comments? 

Mr. Dickinson. If I might, Mr. Chairman, I just commented to 
the chairman during your statement that it is a very cumbersome 
process if it is set up so that you have to eventually go around and 
sue somebody perhaps in another State, someone you do not know. 
Well, it is just unworkable and I see nothing but commonsense in 
your suggestion that the penalty should follow the peanuts and put 
the responsibility there, because there is no way that the original 
person who is obligated can control what happens to them, and so I 
think that is a commonsense approach and maybe it is so common- 
sense we cannot do it, I do not know. 

Thank you. 

Mr. Anderson. Thank you. 

Mr. Rose. Any comments? 

Mr. Hatcher. I would like to ask you what you think about the 
b.uy-back provision? 

' Mr. Anderson. The buy-back provision is probably the most con- 
troversial part of this peanut program. Congressman Hatcher. 
There are many people who believe that it has been a detriment to 
the Southeast in particular as far as the manner that it is handled. 
I think very frankly that some modification of it is needed. I think 
that growers will tell you that they are interested in selling quota 
pounds, quota peanuts. Under the present bill you can buy through 
the buy-back provision additional pounds from the area association 
or from CCC cheaper than you can buy quota peanuts and I cannot 
follow that, I cannot understand that. But I think that the buy- 
back provision either needs some very good modification of it or be 
eliminated. 

Mr. Rose. Any other comments? Thank you very much. 

Mr. Anderson. Thank you. 

Mr. Rose. Mr. Wyndol Murrah, president of the Wiregrass Pro- 
duction Credit Association. We are glad to have you, sir. 

STATEMENT OF WYNDOL MURRAH, PRESIDENT, WIREGRASS 
PRODUCTION CREDIT ASSOCIATION 

Mr. Murrah. Thank you, sir. Mr. Chairman and distinguished 
members of this subcommittee, I am Wyndol Murrah, president of 
the Wiregrass Production Credit Association. 

Our orgsmization makes short- and intermediate-term loans to 
farmers in the eight principal peanut-producing counties in south- 
east Alabama. 

Because of the peanut program and its resulting potential for 
profitability to farmers, credit is much more easily obtained and 
much more easily administered in the Wir^rass than in any other 
area of the State. . 
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Though I do not have figures to substantiate this, I know for a 
fact that foreclosures and bankruptcies have been far fewer in this 
area than in other areas of Alabama, primarily because of the 
peanut program. 

To further emphasize the impact the peanut program has on the 
financial condition of our farmers, we can compare the quality of 
loans in Covington County, one of the counties in our territory, 
where the proportion of peanuts to other crops is relatively low, 
with that of other counties in the area served by Wiregrass PCA, 
where the concentration of peanuts is relatively higher. 

The percentage of what we call acceptable loans in Covington 
County is presently 54.13 percent, while in the counties with 
higher concentrations of peanuts that figure is 74.57 percent or a 
20-percent differential between the county that has fewer peanuts 
and those counties that have relatively more peanuts. 

This is but one example, and it may not necessarily be conclu- 
sive, but we believe that it proves beyond a doubt that a program 
of supply management has a direct and measurable impact on the 
profitability and therefore the welfare of our farmers. It also 
proves beyond doubt that without a potential for profitability such 
as is provided by the present peanut program, the quality of credit 
might and probably would deteriorate to the point that severe 
credit restraints would be necessary. 

Recent events nationwide have shown that low profitability, 
which results in a farmer's loss of liquidity and equity in his oper- 
ation, will finally lead to inevitable foreclosure and/or bankruptcy. 

In a report prepared recently by Jack Condra, president of the 
Federal Intermediate Credit Bank of New Orleans, he said: 

Not all Government programs have failed. Unfortunately, we do not often hear 
about the successful programs, mainly because the farmers involved are satisfied. A 
good example of one such program is the Government's pecmut program, which has 
been highly successful and cost-effective for both the Government and the farmer. 
Programs such as this should be studied for their potential benefits and applicabil- 
ity for other commodities. 

Mr. Condra is a concerned person. He is concerned about the fi- 
nancial condition of the farmers and not just in the States compris- 
ing the 5th Farm Credit District or just the peanut farmers but the 
Nation as a whole. This statement contains lots of substance and 
food for thought. 

Our farmers need and deserve a peanut program. They need and 
deserve a return on their investment that will allow them to qual- 
ify for credit and assure them a potential for enough profit to pro- 
vide a living for their families and allow them to service their 
debts in a manner that is acceptable to their lenders. 

As a lender with over 35 years' experience of making loans to 
farmers, I know that high input and profit costs and high interest 
rates, together with low commodity prices, have eroded the borrow- 
er's borrowing power and his purchasing power to such a critical 
level that further cost/price squeezes will be difficult if not impos- 
sible to overcome. 

The continuance of the peanut program will help alleviate this 
probability, and as a lender whose sole business interest lies in ex- 
tending credit and related service to farmers, we join with the 



Digitized by 



Google 



82 

others here today £uid those they represent in urging your support 
of this program. 

Thank you very much. 

Mr. Rose. Thank you, Mr. Murrah. I had not ever seen that 
quote by Mr. Condra and I am certainly glad to have it. He is cer- 
tainly in a position to make an opinion like that. That makes us 
feel good to have that in our record. Thank you very much. 

Comments or questions? 

Thank you, sir. 

Our next witness is Mrs. Bonnie White from the organization of 
Women Involved in Farm Economics from Newville, AL. Go sJiead, 
please, ma'am. 

STATEMENT OF BONNIE M. WHITE, NATIONAL AND ALABAMA 
PEANUT COMMODITY CHAIRMAN, WOMEN INVOLVED IN FARM 
ECONOMICS [WIFE] 

Mrs. White. Thank you. Mr. Chairman and members of the 
House subcommittee, I am Bonnie White, national WIFE peanut 
commodity chairman and Alabama WIFE peanut commodity chair- 
man. I am also actively involved in a farm business partnership 
with my husband and our primary crop is and has been peanuts. 
For these reasons I appreciate the opportunity to participate in 
these field hearings. 

WIFE [Women Involved in Farm Economics] is a national organi- 
zation of women promoting economic prosperity for agricultursd 
producers. We believe that in order for peanut producers to eco- 
nomically grow and market quality peanuts we need a peanut pro- 
gram. The present peanut program as a whole has worked relative- 
ly well for all segments of the peanut industry; however, there are 
areas of the present program that need minor adjustments. 

In 1983, National and Alabama WIFE passed a resolution sup- 
porting a change in the present legislation concerning the contract 
for additional peanuts from the present deadline date to allow pro- 
ducers to enter into contract at any time during the year. We con- 
tinue to support this change as we believe it should be at the dis- 
cretion of the producer and the buyer as to when and if they enter 
into a contract for additional peanuts. This option will still allow 
for additional peanuts to be grown for export market and can still 
be supported at world oil market levels so as not to incur losses to 
CCC. 

The present peanut program called for a yearly reduction in the 
national poundage quota from 1,440,000 tons in 1981 to 1,100,000 
tons in 1985. In conversations with manufacturers throughout the 
United States, this reduced poundage quota is not sufficient to 
meet the domestic demands of peanuts. Considering the movement 
of peanuts out of GFA Peanut Association for the 1983 crop year, 
the shortage appears to be real. WIFE recommends the national 
poundage quota be increased to insure a supply of peanuts to meet 
the domestic needs. WIFE also recommends the national poundage 
quota be adjusted each year based on the completed figures of do- 
mestic consumption from the most recent year. Consideration 
should be given to ASCS and/or USDA handling this through a 
computer system that would determine true domestic needs and 
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eliminate any possibility of politics entering into this yearly adjust- 
ment. It is wife's opinion that domestic markets are the income 
security for peamut producers and the market should be adequately 
supplied. Due to the high cost of production it is also necessary for 
producers to be assured of a reasonable return for these domestic 
edible peanuts, if they are produced. This cost of production protec- 
tion should be determined and adjusted each year by the same for- 
mula and from a dependable source of research. We also feel that 
extra caution and attention needs to be directed to the legislative 
laws and Federal regulations being specific enough so as not to 
allow for misinterpretations and changes being made in the intent 
of the law or regulation. There needs to be the assurance that the 
laws will be carried out according the true intent £uid changes 
cannot be made in the middle of a program to suit administrative 
purposes. Political influence should not be a part of any peanut 
program. 

The pesuiut producer, due to the high cost of equipment and fi- 
nancing, needs some long-term legislation. We need to be able to 
plan our business endeavors for longer than a maximum of 4 years. 
With this long-term legislation there needs to be flexibility for ad- 
justments to be made as needed. 

It is wife's request that if the different segments of the peanut 
industry can come together with a proposal for a new peanut pro- 
gram, that you as a congressional subcommittee seriously consider 
the proposal for legislation. They have proven in the past couple of 
years that successful effort has been made to reduce the cost to the 
Government. I believe the industry will consider this factor in any 
proposal. WIFE feels that if the peanut program was placed on a 
revolving loan fund the figures that are constantly used against 
our peanut program would be much lower. 

Again let me say thank you for this opportunity to express my 
recommendations for a peanut program in the 1985 farm bill. 

Mr. Rose. Thauik you very much. That was a very good state- 
ment and we are glad to have your comments. We appreciate the 
contribution that your organization makes very much. 

Any conunents or questions by members of the panel? 

Thank you very much. 

Our next witness is Mr. Kelly McCraney, president, GFA Mar- 
keting Association. 

STATEMENT OF KELLY McCRANEY, PRESIDENT, GEORGIA, 
FLORIDA, AND ALABAMA PEANUT ASSOCIATION 

Mr. McCraney. Thank you, chadrman and Congressmen. It is my 
honor and my privilege to give testimony that nobody has totally 
given this morning. 

Mr. Dickinson. If you have a good one we can always use it. 

Mr. McCraney. An old man gave me this as I came in and I 
thought it was quite appropriate. It says: 

My working days are over, my tractor lights are out. What used to be my pleasure 
has now gone about. Time was when it was fun to turn the soil in the spring. Now I 
have a full-time job keeping up with blasted Government favors. It makes me very 
nervous to go see the banker, and if I have misbehaved, I am so nervous the next 
morning that I caii hardly shave. As old age approaches, it sure gives me the bless, 
how I blew it farming, now I ccuinot even sStord decent shoes. 
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Mr. Rose. Well, we noticed that 

Mr. McCraney. That was not part of it. 

Mr. Rose. We know it does not apply to peanut farmers, do we 
not? 

Mr. McCraney. That is your opinion too, Congressman. 

You can usually find out who has made a living peanut farming 
by talking with them. 

I am Kelly McCraney, president of the GFA Peanut Association. 
I am director of the Farm Bureau, director of Pea River Electric 
Cooperative. I am a full-time farmer. I grow soybeans, com, live- 
stock, and peanuts, and I appreciate the invitation to address this 
subcommittee. 

The subject of this hearing is peanut legislation for the 1985 
farm bill which is of vital interest to peanut producers in Georgia, 
Florida, Alabama, the Carolinas, Virginia, Texas, Oklahom£t, and 
New Mexico. 

These meetings are especially important in the tristates of Geor- 
gia, Florida, and Alabama, and part of the Carolinas since this area 
produces 65 to 70 percent of the total U.S. production. 

My recommendation for the 1985 peanut program is for it to 
remain basically the same as the 1981 program. I do not favor in- 
creasing the quota poundage. As the program is written, there are 
two provisions which enable additional peanuts to come back into 
the domestic edible market to supply our domestic use. One means 
is by immediate buy-back, and a second means is through the asso- 
ciations. My recommendations are to eliminate the immediate buy- 
back and to use the peanut associations as an adequate supplier of 
domestic edible peanuts. 

The GFA Peanut Association mailed out checks July 6, 1984, for 
approximately $13 million to about 4,800 producers for the profits 
earned on peanuts placed in their association and this is for the 
1983 crop. And my secretary failed to tjrpe "for the 1983 crop" on 
that statement and I am not going to tell who my secretary was, 
she might sue me for divorce. 

On August 1, 1984, GFA will return the balance of the equity 
and the patronage refund for the 1981 crop. At that point in time 
GFA will have paid all patronage refunds and, therefore, eliminate 
all GFA debts to the producers. 

I would like to get away from my prepared statement just a 
little, if I may here, and clarify that. When I went on the board 5% 
years ago, GFA had $2.8 million tax revenue, Mr. Dickinson and 
Mr. Rose, as you all remember very well, for income tax and as of 
August 1, GFA will be debt free. The taxes have been settled and 
this will be the last of the patronage refund that they owe the pro- 
ducers, but still GFA belongs to the producers. I should have writ- 
ten that in but — my wife did not do that. 

Enclosed in my testimony are figures that show that the cost of 
the peanut program to Commodity Credit has declined in the year 
1978 through 1984, that should have been 1983, showing that the 
program is working with very little cost to the Government. 

I am going to highlight thfe, if I may, because there are so many 
pages, if all of you have copies. If you do not I have some more, I 
will be happy to furnish them to you. 



Digitized by 



Google 



85 

I thought the most interesting thing was in 1978 our price sup- 
port was $420 and if you look back to 1952 it was $239. Now I am 
looking at amother piece of paper at this figure. In 1979 your quota 
support price was $420, your addition was $300. In 1980, it was in- 
creased to $455 quota support, your additional reduced to $250. In 
1981, the quota support remained at $455 and the additional re- 
mained at $250. In 1982, and this was when the 1981 bill was acti- 
vated, the minimum price support passed by you Congressmen and 
Senators was increased to a minimum of $550. The additional loan 
rate was reduced $200. In 1983, the same on quota of $550, $185 on 
additional. In 1984, it is $550 on quota and $185 on additional. 

I am going to eliminate that page and skip to the next one and 
show you how or attempt to show you how through the years the 
cost to the Government has decreased. 

Mr. Rose. Are you on page 4 now? 

Mr. McCraney. Page 4, if you will notice the quota 1 additional 
they sold — we lost $17,552,187 and this was for crushing. This is 
quota same one peanuts that were crushed. They were overpro- 
duced. If you will notice the total cost to the Government — now 
this is Southeast now I am talking about, was $16,659,000. So with 
that, the overproduction of the quota peanuts in 1978 the GFA 
Peanut Association would have made money. 

Page 5, 1979 was one of our better productive years. We lost 
$32,515,000, CCC did, but if you will look back to 1978 there was 
$28,128,000 that was caused by overproducing quota peanuts. 

I think if you will follow on to 1980, it is a different ballgame. 
We lost $16,959,000. The loss there was due to the transfer disaster 
of, say 2's and 3's to quota. If you separate those further figures 
you would find out that GFA lost less than $100 on the total 
pounds of peanuts 233,508,118 pounds, which is 116,754 tons of pea- 
nuts. So had it not have been for the disaster, there would have 
been less than $100 costs to CCC, 

In 1981, the GFA Association lost again on both ends. The 
$1,313,000— they lost a total of $4,346,000 and this is the year that I 
referred to earlier that we retained some of the earnings and this 
was to pay off the income tax. This is what the balance of what we 
owed that will be mailed August 1, with the checks of the 1981 
peanut crop. 

In 1982, GFA Peanut Association cost the Government only 
$463,147.25. It distributed back to the pool $8,260,000. 

On page 9, which was last year, 1983, it cost the Government 
$1,328,000 and again your costs — there are 14 pools. Your cost was 
through disaster transfer and the disaster is nothing that any of us 
can do an3rthing about whatsoever. It is the good Lord's work and I 
pray about it myself, but we lost on Seg. 3 peanuts $1,158,000 alone 
and the total, the four together, it is $1.3 million. 

Page 10. In 1983, the gross income from peanuts in the United 
States was $812 million paid to the producer, the southeastern 
States accounted for $518,232. The only cost to CCC was approxi- 
mately 2.5 percent of the $812 million, and this was through disas- 
ter, every nickel of it, off of Seg. 2 and Seg. 3 peanuts. Without the 
drought, there would have been virtually no cost to the Grovem- 
ment for the peanut program in 1983. 
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In the Southeast, the cost to the CXX was $500,000 for the crop 
year of 1982, which I pointed out in the past, which represents that 
year, about 70 percent of U.S. production. 

I feel that you know the situation is serious on the farm and we 
are facing extreme financial difficulty which is having its impact 
on the total economy. The farmers in our Nation are not bad man- 
agers — they could not have survived the past years. When efficient 
farmers in a community are having trouble, something is seriously 
wrong. These farmers, though good managers, cannot survive when 
they are bombarded with embargoes, extreme weather conditions, 
foreign policy that restricts the markets, the increased value of the 
dollar and I believe, as John said a while ago, the high interest 
rates which wipes out the farmer's profit. 

Thank you very much for listening to my views. We, as farmers, 
truly want to see a sound economy and believe it will only come 
with a sound agricultural economy. 

[The prepared statement of Mr. McCraney appears at the conclu- 
sion of the hearing.] 

Mr. Rose. Thank you very much. Any questions, members of the 
panel? 

[No response.] 

Mr. Rose. We are glad to have all those figures. 

Mr. McCraney. If I can be of any service to you by furnishing 
you more, do not hesitate to call me. 

Mr. Rose. Thank you. We probably will call on you. 

Mr. Lester Killebrew, agribusiness farmer, Abbeville, AL. Go 
ahead, sir. 

STATEMENT OF LESTER H. KILLEBREW, PRESIDENT, HENRY 

FARM CENTER 

Mr. Killebrew. Chairman Rose and other distinguished mem- 
bers, I appreciate the opportunity to meet with you today and to 
express my observations on the state of our industry and how it is 
affected by present and future farm and peanut legislation. 

I do not know what I could say that you have not hesurd, but 
maybe I can say it from a slightly different perspective. To give 
you a brief background, my family has a history of 31 years in the 
family supply business. I have personally owned a John Deere deal- 
ership for the past 15 years. I also operate a small peanut farm. 

It is no question that agriculture and related agribusiness is a cy- 
clical business. It is unstable by nature, but because of a combina- 
tion of several factors, the downturn that we have experienced 
here in the Peanut Belt for the past 4 years is very dangerous to 
our continued stability as peanut farmers and agribusiness people. 

The only peanut farmers that have not been eroding the equity 
in their farms, and many of these have to, these are the family 
farmers who own their own land and have accumulated their 
equipment over many years and these are our very best managers. 
If looked at from a return on investment standpoint, these have 
also gone backward. 

To give a brief summary of how this affects the farm machinery 
and supply business let me quote Mr. John McGinty of the First 
Boston Co. of New York. 
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The farm machinery business is in the midst of a seemingly unmitigated disaster. 
The bulk of the industry lost money in 1982 and 1983 and a discerning number of 
companies are undergoing a fincmcial reorganization. Moreover, the industry has 
more than a year's worth of unsold inventory, and the industry as a whole has at 
least 50 percent more capacity than it will possibly ever use. 

This goes 100 percent for the Peanut Belt of southeast Alabama 
and I think all across the Southeastern United States. The shake- 
out of many farmers, the equipment auctions throwing so much 
equipment back into the market, plus the demand for new equip- 
ment dropping 38 percent since 1979 has created nightmares for 
southeast Alabama farm suppliers. 

If I could recommend three points worthy of consideration in the 
new farm bill these would be, one, that the bill be a longer term 
bill. The bill must have continuity which farmers can depend on to 
make longer term plans for their operations. Food production 
cannot be speeded up or slowed down on short notice the way a 
manufacturer can manage the output of a production line. We 
must be a dependable supplier if we are to build our export mar- 
kets. The Government policies cannot change with supplies from 
year to year. 

Also, I think the Farmers Home Administration must pay the 
price for its poor policies and just about nonexistent supervision 
practices of the late seventies. I see Congressman Dickinson chuck- 
ling a little. I say the late seventies. This is much improved today 
and I do not mean to be too hard on him. 

I think it is a matter of concern, but the FmHA needs to go with 
those it determines capable of surviving to the degree that they 
can make a crop and survive. By providing only partial loans and 
leaving the farmers burdened with huge past interest and pay- 
ments, the FmHA forces farm suppliers to provide the supplies and 
repairs necessary to complete and gather their crops. The farmer 
or the supplier— it is hard for either of us to continue to operate 
under these conditions. 

Third, and most importantly, we must continue our current 
peanut legislation. Our present peanut bill works for everyone con- 
cerned. It allows the good farm managers to survive, it gives the 
consumer a quality product at a resisonable price and it does not 
place an unreasonable upward pressure on the Federal budget. The 
present peanut bill is perhaps the type of bill that could even pro- 
vide the Supply Management Program that we desperately need 
for other farm commodities. 

Perhaps one other greatest area of our peanut bill that possibly 
needs attention is the level of quota prices. With the present quota 
prices our best managers can realize a profit during normal crop 
years, but the bill perhaps does not provide enough profitability for 
them to overcome the short crop years, that is without much sacri- 
fice and many years of struggle. We must remember that it is with 
this bill that we have had wholesale liquidations and a poor ag 
economy here in the Peanut Belt. 

And even with some enhancement of quota prices, the peanut 
bill can remain one of the most cost-effective areas of our ag 
budget. As Mr. Mobley has said, our peanut bill is a model farm 
program, it is a cost-effective program and a working program and 
I sincerely believe that it is essential that this program be contin- 
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ued if our Peanut Belt farmers, equipment dealers and suppliers, 
and our rural economy is to survive. 

Thank you for allowing me to meet with you today and thank 
you for the work you are doing in Washington to preserve our ag 
economy. 

Mr. Rose. Thank you very much. We are glad to have your com- 
ments and your testimony. 

Any comments or questions from the panel? 

Mr. Dickinson. If I might, Mr. Chairman, I would just say, Mr. 
Killebrew, we appreciate your views, your statements and I know 
that you do not mean a political comment when you observed that 
the latter seventies were very poorly managed within the Fcumers 
Home and we will not comment on whose administration that was. 
[Laughter.] 

Mr. Killebrew. No, I cannot remember right off. In fact, I have 
tried to forget. 

Mr. Dickinson. I was in a civic club recently and when I finished 
speaking, one of the fellows said "Congressman, you have been 
talking about 20 minutes and you have not said a thing about 
farmers yet"; but I had been talking about the economy and I just 
assumed that the farmers were a part of the economy. I said, 
"Well, what did you want me to say?" We were talking about the 
economy; things are better, interest rates are coming down. 

He said, "The Government got us all in this debt and it is up to 
the Government to get us out," and I said, "Well, that is interest- 
ing; how is it that the Government got you into the trouble that 
you are in?" And he said, "They were too free with their money." 
And I thought that was rather refreshing and come to think of it, 
my banker got me in the trouble I am in. I have got notes I cannot 
pay and so I think it is up to him to get me out of it. [Laughter.] 

Anyway, we do appreciate your statement and your presence 
here, and I thought it was a very well-thought-out statement. 
Thank you. 

Mr. Rose. I think you are all being kind of hard on the peanut 
farmer because was it not a peanut farmer who last [Laughter.] 

I thank more peanut farmers than you do. 

Mr. Killebrew, thank you very much. We appreciate your testi- 
mony. 

Mr. Killebrew. Thank you, sir. 

Mr. Rose. Our next witness is the chairman of the Second Con- 
gressional District Advisory Committee Board to Congressman Wil- 
liam L. Dickinson. 

Mr. Dickinson. This is the man I listen to. 

Mr. Rose. Joe Adams, chairman. Glad to have you, sir. 

STATEMENT OF JOE ADAMS, CHAIRMAN, SECOND 
CONGRESSIONAL DISTRICT AGRICULTURE ADVISORY BOARD 

Mr. Adams. Thank you. Mr. Chairman and members of the 
House Agriculture Subcommittee on Tobacco and Peanuts, I am 
Joe Adams, chairman of the Second Congressional District Agricul- 
ture Advisory Board, representing 13 counties, all being in the 
peanut producing area. I am also a peanut producer as well as 
other farm commodities. We believe that no other producers and 
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processors of food and fiber have made any greater sacrifices or 
worked consistently to bring about a more workable program. 

Mr. Chairman, the peanut program has an influence on each 
community and county and also the producing family farm with its 
stabilizing effects. The present peanut price support program works 
and works well maintaining farm prices and income at higher 
levels than would be prevalent without any program. 

The present program is needed. It is a supply-management pro- 
gram that is working well for producers and the consumers. The 
consumers are provided with a high quality, edible product at rea- 
sonable prices while providing the producer with a potentially rea- 
sonable opportunity for making a profit. The program provides for 
a basis in competing in the world edible market for peanuts. 
Peanut producers cannot produce peanuts only for the world oil 
market and be competitive in the marketplace. 

The previous two farm bills, of 1977 and 1981, have addressed the 
cost of the total Peanut Program with the 1981 legislation virtually 
reducing all cost of the program and permitting unlimited produc- 
tion of peanuts by all producers. 

I am going to deviate a bit from the prepared statement and skip 
on down and summarize probably on page 3. 

Mr. Rose. We will make your whole statement a part of the 
record. 

Mr .^ Adams. The present two-price program with a sharp reduc- 
tion £o quota production has substantially lowered production cost 
but has at the same time provided flexibility for the production of 
additional peanuts to supply export markets. Under provisions of 
the program, shellers can forward contract for production of such 
peanuts to be exported. At the same time the basic elements of or- 
derly marketing of the crop with effective quality control can be 
retained. 

We feel that from information given this board that most produc- 
ers would be comfortable with a contract date of August 1, through 
delivery time. 

The framework of the present program provides a most efficient 
vehicle whereby the grower can best market his peanuts with the 
supply and demand being controlled, with enough flexibility in pro- 
duction of peanuts in the export markets by the most efficient 
growers and provides some reasonable means of financing the pro- 
duction and processing. We can see only disadvantages by switch- 
ing from the present program concept to a loan concept, or to am 
open end. 

Positive results of the 1981 and also the 1977 program have been 
accomplished and addressed with the latest legislation of 1981. The 
program costs have been dramaticsdly reduced, the disposition of 
CCC peanuts has been grossly reduced, that the two-price system 
for peanuts provides an adequate supply of peanuts for the domes- 
tic and export markets, an unlimited production of peanuts by all 
producers. 

We feel that only minor fine tuning the present peanut prograun 
would be in the best interest of the producer, further processors 
and consumers. The present supply management program works 
and works well. 
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Mr. Chairman, the members of the Second Congressional District 
of Alabama Agriculture Advisory Board look forward to working 
with you and your committee in the effort for improved programs 
during deliberations in the 1985 farm bill. We appreciate the op- 
portunity given us, the opportunity to make these statements a 
part of the hearing today. Thank you. 

[The prepared statement of Mr. Adams appears at the conclusion 
of the hearing.] 

Mr. Rose. Thank you, Mr. Adams. We appreciate your testimony 
and we appreciate the work that you do with the farmers in this 
district. 

Mr. Adams. Thank you. 

Mr. Rose. Mr. Bob Price, the president of the Florida Peanut 
Producers Association of Graceville, FL. We are glad to have you. 

STATEMENT OF BOB L. PRICE, PRESIDENT, FLORIDA PEANUT 
PRODUCERS ASSOCIATION 

Mr. Price. Thank you. Chairman Rose, honorable Members of 
Congress, fellow farmers and different members of the peanut in- 
dustry, I am Bob Price, a peanut farmer from Jackson County, FL, 
and president of the Florida Peanut Producers Association. 

The State of Florida has its own uniqueness in geographies and 
demographics. As all of you know, our population is exploding. 
Tourism is the No. 1 economic generator in Florida, not agricul- 
ture. We are second. This rapid growth and change has, in many 
instances, made it very difficult for farmers and their supportive 
industries to be sustained. Resource management in land and 
water use, environmental issues, changes in the tax structure and 
urban growth have all impacted agriculture in Florida. 

All of us that have experienced these rapid changes in Florida 
already know the frustrations of dealing with a legislature and a 
populace that is not farm-oriented and sometimes unfriendly. 

There are more and more people in our State who do not imder- 
stand and appreciate the needs and requirements of a viable, 
healthy, and stable farm enterprise. 

Many of our numbers have been caught in the cross-fire of urban 
growth. Those farmers have planted their final crop. It is referred 
to as "sowing Yankees." This final crop flourishes as townhouses, 
condominiums, retirement villages, shopping centers, and urban 
sprawls, which further compounds the problems of people that are 
pursuing agriculture as a way of life. 

Those of us that try to give guidance and direction to farm orga- 
nizations, such as the Florida Peanut Producers Association, find it 
very difficult because we have to devote a lot of our time to ex- 
plaining to these urbanites the basics of our industry. The rest of 
our energies are used to encourage our own constituents and sup- 
porters to work together to close our ranks in unity for the protec- 
tion of our very existence. 

The time and era when we as farmers could go to the State gov- 
ernment or to a national policysetter and find a majority of those 
decisionmakers versed in our profession and deal with people that 
have hands on the plow experience in agriculture has long passed. 
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Those of us that farm in Florida are involved in a great experi- 
ment to see if agriculture and urban growth and an exploding pop- 
ulation can indeed coexist in our unique environment. 

There is a rural Florida made up of people and places. The 
Peanut Belt stretches across 23 of the 67 counties in Florida. It is 
interesting to note that although we only represent less than 5 per- 
cent of the national production of peanuts, peanuts is still the No. 
1 cash row crop in Florida. We estimate that there are 1,600 active 
peanut growers that contribute approximately $260 million to Flor- 
ida's agribusiness industry. A peanut program in 1985 is certainly 
important to rural Florida. In many of our counties, peanuts is the 
No. 1 economic generator. 

It was a privilege and a delight for me to hear Congressman de 
la Garzaiy the chairman of the House Agriculture Committee, ad- 
dress the Southeastern Peanut Association recently. 

He so ably related to that group, which is a vital part of our in- 
dustry, two of the hurdles that we must face as we approach the 
1985 farm bill. He reminded the group that we must deal with a 
Congress that, by and large, represents an urban society, that is far 
removed from the farm and the economics of agriculture. He also 
reminded us again that our industry is dealing with a nation of 
people that find it difficult to relate basic agriculture to feeding 
their bodies three times a day. 

If we look at statistics, it does not take a Harvard graduate to 
know that we are a new minority in this country. There are 2.4 
million farmers, in contrast to 10.3 million welfare recipients and 
20 million food stamp participants. 

Being a Florida farmer, I am interested in retirees which may be 
our final crop — there are more Federal civilian retirees £uid mili- 
tary retirees than there are farmers in this country. We are an 
everchanging society. 

Considering the legislative odds, it is imperative that our indus- 
try pull together and speak with a unified voice in 1985. 

I feel that farmers better than any other group in our society 
knows that a government that can give us ever3rthing can also one 
day take away ever3rthing. We as farmers never have, and never 
shall endorse farm policies that promote that philosophy — ^we value 
our independence. 

We all know some of the axioms of economics — one being that 
scarcity enhances value and abundance deflates value. Those of us 
who attend farm meetings always hear some eloquent speaker 
praise God and country and the abundance of Americam agricul- 
ture. We have never heard anyone preach scarcity as am out for ag- 
riculture. 

At these farm meetings we are told that the abundance, the abil- 
ity to produce food and fiber, is the envy of the world, especially 
the Communist world. We are told that this abundance is a deter- 
rent to war and an instrument of peace. We are told that our 
fellow Americans enjoy, at an affordable price, one of the most nu- 
tritious and stable food supplies in the world. 

I think that one of the main objectives and challenges of farm 
leaders and educators is to promote programs that inform the 
American public of the importance of agriculture. If we don't suc- 
ceed in this objective, we will become the peasantry of America. 
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If all of us, and by that I mean the total farm and the total 
peamut industry, hope to have any kind of meaningful program for 
peanuts in the 1985 farm bill, we must focus on four objectives that 
address our common interest with unity. 

That first objective— political climate. The political climate dic- 
tates that whatever we propose as an industry must be cost effec- 
tive to government and I think that the present program to date 
has met that objective. 

The second objective — we know that politics is committed to an 
abundant, affordable food supply for the American people and pea- 
nuts will not be an exception. Other than the natural disaster of 
1980, supplies have been more than adequate. 

The third objective of any meaningful program for peanuts — ^we 
must again remind ourselves and you gentlemen as political lead- 
ers and the general public that we produce and market a semiperi- 
shable product that directly enters the food chain unlike other 
commodities such as soybeams and feed grains. 

In order to produce this semiperishable product and maintain 
the quality, stability, and wholesomeness that our market demands 
there must be a profit to all segments of the industry and the pro- 
gram must dictate some assurance of a future for our industry. We 
believe that the present supply management concept meets that ob- 
jective. 

The fourth objective — the program must encourage the exporta- 
tion of peanuts through foreign markets and continue Govern- 
ment's role in research and market development. I think this 
fourth objective reaffirms the abundance that the American public 
expects. I also believe this fourth objective shores up our second ob- 
jective because it is an avenue for new growers in our industry and 
it facilitates better use of all of our capital investments, peauiut 
growers, processors, manufacturers, all those people. 

Gentlemen, I know the business at hand today will impact my 
future, but I think it is important for me to relate to you an ex- 
treme signal of farm policy that big Government has directed to 
little me — This comment will be in the vernacular. 

We have been told to "put your land in the soil bank and your 
money in the Federal bank and your butt on the fishing bank and 
everything will be all right'' versus the concept to "plow up your 
fields from fence row to fence row and produce all you can. If you 
and big brother can't sell it, we will give it away and ever3rthing 
will be all right". Neither of these two extremes have made every- 
thing all right. 

I feel comfortable in saying to you today that the peanut growers 
in Florida feel that the present supply-management concept of the 
peanut program is the middle of the road Government policy that 
should have bipartisan support and it works. 

I appreciate your time and your attention and submit this report 
as a peanut farmer from Florida. Thank you for coming to the 
people. 

Mr. Rose. Thank you. Bob Price. We are glad to have your state- 
ment. I think the Tobacco and Peanuts Subcommittee clearly feels 
that the supply-management approach works. The problem that we 
have in the Congress is that what is left of agriculture, other than 
those of us from the South, come from the Midwest and the West 
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where they do not want you to even talk about, supply-manage- 
ment. Their idea of supply-management is when the land runs out, 
you understand, and the roads start developing. We have had 
people, unfortunately, as the Secretary of Agriculture, who believe 
the same way and we have not had traditionally — I am so glad the 
Farmers Home is working so well down here in Alabama. Maybe 
they can come up to North Carolina and Georgia, to help us out a 
bit. I am sure Mr. Dickinson has it working well down here. We 
just have not done as good a job up in our parts of the country. 

But I really think that what you said is right on the money, that 
making this supply-managment system work in other areas of agri- 
culture is really the key to our future. You said a lot of interesting 
things and I agree with all of them. I appreciate your testimony. 

Mr. Hopkins. Good statement, Mr. Price. 

Mr. Dickinson. Mr. Price, if I might just ask one question since 
you are from another State. 

I am just wondering if your experience is the same as has been 
voiced here that you are presently working more in harmony with, 
and are supported by, the shellers and the manufacturers than you 
have been in the past. The producer and the sheller and the manu- 
facturer are in fact working together for a good program as op- 
posed to in the past sometimes they have been working at cross 
purposes, is that your experience? 

Mr. Price. I think that we are all coming to realize that that is 
the only hope there is. 

Mr. Dickinson. Well, Chairman Rose was just commenting this 
morning, I think, or last evening, that the other part of his sub- 
committee that has to do with tobacco, they have worked harmoni- 
ously in the past, the manufacturer and the producer, but that has 
not always been the case with peanuts. So I am glad to hear that 
you join in the expression made earlier that that is in fact the case. 
I think that is a good thing. 

Mr. Rose. Thank you very much. Any other comments? 

[No response.] 

Mr. Rose. Dr. Gale Buchanan. Dr. Buchanan is the dean and di- 
rector of experiment stations. Auburn University, and we thank 
you for letting us use this place today for our hearing and we are 
honored to have you as a witness, sir. 

STATEMENT OF GALE A. BUCHANAN, DEAN AND DIRECTOR, ALA- 
BAMA AGRICULTURAL EXPERIMENT STATION, AUBURN UNI- 
VERSITY 

Mr. Buchanan. Thank you very much, Mr. Chairman and other 
members of the subcommittee. My name is Gale Buchanan and I 
am dean and director of the Alabama agricultural experiment sta- 
tion system, and let me point out that we appreciate very much 
your interest in a topic that is certainly of vital importance to us in 
Alabama. 

I also have to say I think that you gentlemen have one of the 
toughest jobs in America in dealing with the problems that we face 
not only in agriculture, but in other areas that all of you deal with 
on a daily basis. But we do appreciate your interest in helping us 
address one of the problems that we think is important to us. 
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It is really a pleasure for me to make a few comments relative to 
our peanut program. I would also like to take just a moment and 
express appreciation for the Alabama Peanut Producers Associa- 
tion and all of those other farmers and other individuals that are 
interested in our peanut program and providing the leadership 
that I think that is vitally important for insuring the success of 
this important commodity. As dean and director of the Alabama 
agricultural experiment station, we appreciate the close working 
relationship that we have with everyone involved in this commodi- 
ty. 

We are here today at the Wiregrass substation which is one of 
the major units of the Alabama agricultural experiment station 
system. We feel that our peanut research program is relevant and 
addresses many of the important production concerns of the peanut 
producer. Earlier this week, we had a field day that was attended 
by over 3,000 people and I believe there were representatives from 
every one of the States that you gentlemen represent here this 
morning. We are firmly convinced and committed that our re- 
search program will insure the success of peanuts as a crop. How- 
ever, I feel that it is absolutely imperative that we continue our 
efforts to insure the type of program that enables the success of 
this important crop. In other words, you cannot have the produc- 
tion aspects without the program that enables that crop to be a 
success. 

I would also like to point out that we depend on our producers to 
identify research problems and in the development of policy affect- 
ing that crop and I think that is a good American custom that I 
think is vitally important. 

In Alabama, there will be approximately 220,000 acres of peanuts 
planted in 1984, and goodness knows, I think we finally stopped 
planting. We have been planting almost for the whole springtime. 
This is a substantial or slight increase over this past year and in 
1983 there were approximately 183,000 acres planted, which was a 
slight increase over 1982. However, these figures should be com- 
pared with an approximate base of about 215,000 acres for Ala- 
bama. 

The farmers in the southern part of Alabama are dependent 
upon peanuts for their primary source of income. In my opinion, 
there are no alternative crops that are anywhere as near as profit- 
able year-in and year-out as peanuts for this part of the State. I 
rather suspect that peanuts are the primary source of farm income 
for farmers in probably 10 or 12 southeastern Alabama counties. 

I think it is also important that we consider why peanuts are so 
well adapted to this portion of our State. The soils of southeast Ala- 
bama and many other parts of the region that you gentlemen rep- 
resent are quite sandy and as such have fairly low moisture hold- 
ing capacity. But with adequate moisture or with adequate rainfall, 
these are very productive soils. Peanuts is a crop that is able to 
withstand some periods of drought; although the drought of 1980 
and some other years notwithstanding. While these sandy soils 
have a low moisture holding capacity, they do enable us to be 
highly effective in i)roducing peanuts and that is why we are a 
major peanut-producing State. 
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The present peanut program meets the objectives as have been 
pointed out quite eloquently by a number of the individuals 
making presentations this morning. First, and extremely impor- 
tant, is the fact that there is little direct cost to the Federal Gov- 
ernment for this program. In addition, the present peanut program 
ensures an adequate supply of peanuts for the consumers in this 
country. In addition, the quality standards associated with the 
peanut program ensures a high quality of peanuts for the consum- 
ing public. 

I readily recognize that we may need to make some adjustments 
in the program. I think that has been pointed out quite clearly. For 
example, we might consider the adjustments regarding contract 
dates, we might consider adjusting the quota slightly. Details of 
these and other possible adjustments in the program certainly 
could be considered and should be studied and considered by all in- 
dividuals concerned with the peanut program. 

In my opinion, I think we have a program that is supply-manage- 
ment oriented, and the bottom line is that it is an example of a 
program that is working well and has worked well. It is an inex- 
pensive program and I feel has brought stability for a number of 
farmers not only in Alabama, but in other parts of the Southeast- 
em United States. 

I cannot emphasize this next point enough and that is the ulti- 
mate benefactor of the peanut program, as well as many other 
farm programs, is the consuming public across these United States. 
I think that it is important that we realize not only do farmers 
benefit from peanut and other programs, but we all do. 

Thank you,, gentlemen. I appreciate the opportunity of making a 
statement. 

[The prepared statement of Mr. Buchanan appears at the conclu- 
sion of the hearing.] 

Mr. Rose. Thank you, sir. We are glad to have your comments 
and we appreciate the work that Auburn University has done 
through the years for agriculture. We hope you have the resources 
available to you to do the job you need, but I know there is always 
talk about cutting research budgets and things like that. In Wash- 
ington, we do not approve of that, but we look forward at other 
times when you come up and tell us how your needs in that depart- 
ment are going. 

Mr. Buchanan. I appreciate that comment very much and I just 
have to say one thing, that you are absolutely correct, we do recog- 
nize the support of you and other members of this committee in 
supporting our research budget. I always like to think that re- 
search is one of the things that does not cost anybody. If it does not 
pay and pay well, then we are in trouble. 

Mr. Rose. Thank you, sir. Thank you very much. Any comments? 

Mr. Hopkins. Mr. Buchanan, let me ask you about the research 
funds that you get from agriculture appropriations. Has it been 
cut? Is it sufficient because I happen to believe that research is 
very important to maintain quality that I think is needed in this 
product, but what has been your experience over the last few years 
as far as research funds for peanuts? 

Mr. Buchanan. If I could speak from two perspectives. One is 
from the Federal perspective. The support for research in the Fed- 
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eral level has essentially maintained its own in dollars. If you look 
at real dollars there has been some decreases, but 

Mr. Hopkins. Only because of inflation. 

Mr. Buchanan. That is correct, but at least we have had a very 
slight increase. So we have not lost grounds in terms of the appro- 
priated dollar. At the State level, we have had a very nice increase 
this year where we have had some droughts the last 3 or 4 years. 

I think that it is important that we recognize the importance of 
maintaining the research base and this is something that I have to 
point out to you gentlemen as well as a lot of other Members of the 
House as well as Senate really have, I think, an honest apprecia- 
tion for research. This is something that is very, I think, important 
because it is very fundamental to the well being of not only agri- 
culture but the whole economy of this country. 

Mr. Hopkins. Thank you very much. 

Mr. Rose. I think you should do some day with Bill Dickinson 
what we did with North Carolina State at one time. We got all the 
Democrat-Republican members of our delegation and we went 
down and had classes at State one time and went through all dif- 
ferent parts of the School of Agriculture and saw what all the dif- 
ferent departments and programs were doing. He needs to learn a 
little more. He knows too much about peanuts, but I mean we need 
for all of us to go back to school and we can come to Auburn and 
visit you. 

Mr. Buchanan. I tell you what, we might take you up on that. 

Mr. Rose. Thank you. 

Mr. Dickinson. Dean, before you leave, you alluded to the fact 
that 2 days ago, I believe it was, we had a demonstration here with 
over 3,000 people attending and there were, about six universities, 
I think. 

I wonder if you could just very briefly tell the members of the 
panel — I think they would be very interested in the type of demon- 
stration we have. We are not running too bad on time. Just tell us 
what it was we demonstrated and it was very exciting to me. I did 
not realize we could do that. 

Mr. Buchanan. Be delighted to. I will just take a couple of min- 
utes. 

This was the Southern NOTEL meetings and of coure this is a 
regional effort. Every one of the States in the Southern area are 
involved in this. We rotate the meeting at a different State every 
year. We were in Kentucky, I believe, a couple of years ago, North 
Carolina a few years earlier. The first one was in Georgia and the 
next one next year will be in Georgia. 

But this whole effort that we spent last Tuesday in looking at 
was conservation tillage. This is a concept that has been around for 
a number of years, but there is a renewed interest in protecting 
our soil resource and at the same time looking at ways of maintain- 
ing production and hopefully maybe decrease the cost of produc- 
tion. Of course it started with corn, moved to soybeans, but in 
recent years we are looking at reduced tillage or conservation till- 
age practices of almost every crop. 

You couple that with weed control, with insect control, disease 
control, water use, it is a total package of production system and it 
is a tremendously involved system because you are looking at total 
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productive systems and you are changing the way we are doing 
business. You are changing the way we are farming, Congressmen, 
and it takes a lot of research and when you see that many farmers 
come out to look you better believe we have a receptive group of 
farmers that are interested in new technology. 

I think they sometimes think that farming is not a high technol- 
ogy business and that is probably the furthest thing I can imagine. 
Farming is high technology. If you do not believe it, you just can 
get left behind if you do not keep up with the new things that are 
going on. 

Mr. Dickinson. It was difficult for me to believe that you could 
grow a crop without plowing, but that is evident in what you are 
developing here and it is revolutionary. 

Mr. Buchanan. Not only do it but do it more effectively. 

Mr. Rose. Thank you. Dean. Any other comments? 

If not, I want to thank all our witnesses for this very informative 
and helpful program of testimony. We learned a lot today. I am 
very happy to learn that Alabama peanut farmers are generally in 
agreement with Georgia, Carolina, and Virginia peanut producers 
and that is that what we need to do is make refinements and not to 
overhaul the peanut program in 1985. 

Are there any other comments anybody would like to make? 

Mr. Dickinson. If I might, just in closing, I would like to express 
my appreciation to Mr. Hartzog and Mr. Starling and those affili- 
ated with the Auburn University extension services, wiregrass sub- 
station, whose efforts have made possible our use of this facility. I 
thank all of you for coming and just point out that this is a very 
historic occasion. 

For the first time ever the peanut producers in Alabama have 
had an opportunity for an input prior to the writing of the peanut 
bill and I do not mean just the associations, but the individual pro- 
ducers in the area. You will have an impact and one of the com- 
plaints that we all hear is that when the farm bill is written, then 
when the farmers find out about it it is too late for them to make 
comments, it is already a fact. They have to wait 4 more years. 

So I think it is an historic occasion and I am very appreciative of 
Chairman Rose and the other members who have taken time from 
their recess to come down and participate here and give us the op- 
portunity of comment and input prior to the writing of the bill and 
not have it served to us as a fait accompli after the fact. 

Thank you, Mr. Chairman. We are most appreciative. 

Mr. Rose. Thank you for inviting us and we hope this is not the 
last — it may be the first time, but we certainly hope it is not the 
last. We look forward to coming back and meeting your peanut 
farmers again. I just hope they do not grow any tobacco down here 
and keep on growing peanuts. [Laughter.] 

The dean said that we have an awesome job responsibility. One 
of my colleagues said the hours are bad, but there is not any heavy 
lifting. We thank you for being such a good audience and for the 
witnesses being so clear and concise. 

The subcommittee stands adjourned. 

[Whereupon, at 10:55 a.m., the subcommittee was adjourned.] 

[Material submitted for inclusion in the record follows:] 
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TESTIMONY BY KELLY McCRAHEY, PRESIDENT. GEORGIA. 
FLORIDA. AND ALABAMA PEANUT ASSOCIATION 



I Ml Kally McCranay, Prssidant of Bvorgia, Florida and Alabama P»anut 
Association, Director of Farn Bursau, and Director of Psa Rivsr 
Electric Co-op. As a full-tiss Alabama farasr, groMing soybsans, corn, 
livestock, and peanuts, I appreciate the invitation to address this 
coflMittee. 

The subject of this hearing is peanut legislation for the 1983 fare 
bill Mhich is of vital interest to peanut producers in Georgia, 
Florida, Alabaea, the Carolines, Virginia, Texas, Oklahoea, and Nsm. 
Hex i CO. 

These Meetings are especially ieportant to the tri -states of Georgia, 
Florida, and Alabaea since this area produces 65X of the total U. 8. 
peanut production. 

My r ecoeeendat i on for the 1983 peanut prograa is for it to reeain 
basically the saee as the 1981 prograa. I do not favor increasing the 
quota poundage. As the prograa is Mritten, there are tMO provisions 
»«hich enable additional peanuts to coae back into the doaestic edible 
aarket to supply our doaestic use. One aeans is by iaaediate buy-back, 
or a second aeans is through the associations. My recoaa e ndat i ons are 
to eliainate the iaaediate buy-back and to use the peanut associations 
as mm adequate supplier of doaestic edible peanuts. 

The GFA Peanut Association aailed out checks July 6, 1984, for 
approxiaately 13 ail lion dollars to 4800 producers for the profits 
earned on the peanuts placed in the association. 



Digitized by 



Google 



99 



On August 1, 1984, GFA Mill rvturn tha bal««c« of tha aciuity of th« 
patronag* rafund for tha 1981 crop. At that point in ti«c 8FA Mill 
hava paid all patronag* rafunds and, t h ara f ora, aliainating all 8FA 
dabts to tha producars. 

Enclosad in ay tastiaony ara figuras that ahoM that tha coat of tha 
paanut prograa to Coaaodity Cradit has daclinad froa tha yaars 1978 - 
1984 shoMing that tha prograa is Marking Mith vary littla coat to tha 
govarnaant. 
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National Pmanut Tonnaga 
And Suppcsrt Rata* 



Quota Rate(«) Add. RateO) 
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1« Sacratary of Agricultura datarninas tha national avarago 
quota support rata, but cannot ba lass than 27.9 cants par 
pound. Cannot axcaad pracading crop support rata by aora than 
6%. 

2« Sacratary of agricultura datarainas at a laval to anaura 
that thara ara no lossas to tha Coaaodi ty Cradit Corporation 
on tha sala of additional paanuts. 



3« As par Titla VII 
97-98, 97th Congrass, 
of 1981". 



- Paanuts, containad in Public LaM 
knoMn as tha "Agricultura and Food Act 



BFA Paanut Aasociation 
Data Ralating To Tonnaga Placad Into Loan Binca 1970 
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1980 
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213,946 
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GFA PEANUT 
Suaaary of 1978 



CrofT Pool Earnings 







Prof it /Loss 


Producer 






Bsfora Cross 


Share 


Pool 


Tons 


Coaplianca 
->17,992,187 


Per Ton 


Ouota - Ru-1 (Ria> 


137,201 
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Additional - Ru-i (RiA> 


9,984 
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♦ 
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Additional - Ru-2 (R2A> 
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3,187 
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Disastar Quota - Ru-3 (R3D> 


10,470 


— 


129,266 


— 


11.96 


Disastar Quota - Va-2 (V2D> 
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- 
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TOTALS 19 Pools 


169,017 


16,699,133 


lOl.OO 






,444 


,321.73 
9,922 
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Producers racoiving checks - 











1/ 37,974 pounds of buy-backs offset. 
2/ 92,497 pounds Of buy-backs offset. 

1978 - 1982 average tonnage is 171,388 tons in loan. 
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r-t CRIQ) 
Additional - Ru-l (R1A> 
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613.43 


- 104.42 
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'. 


148.11 
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32,315,833.03 


- 236.63 



1777 C HOP - nOW EY PIgTOIWTH? BY Bf ft 

Total for distribution froa pools «6,834,256.30 

Producars racaiving chacks --------- 6,675 

Total paid producers for Disaster Transfers- >1, 008, 645.55 
Tons of Sag. 2 It Sag. 3 Transfarad 10,619 



6,672 tons of buy-backs offset. Mould have been 
returned average #96.35 Mittmut buy-back transfer 
to Quota pool. 
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GFA PEANUT A880CIATICM 




SUMMry of 


1980 Crop Pool 

esQL Profit 


Earnings 

Profit 


Pool 


-eguQtii— 






Runner 1 Ouota 


13,070,337 


7,333.17 


»7,376,427.31 «978.93 




11,319,181 


3,639.39 


1,831,309.29 327.11 




747,783 


373.89 


139,406.34 426.33 


Runner 3 L/A 


11,734,863 


3,867.43 


411,770.21 70.18 


Spanish 1 Quota 


33,446 


16.72 
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Spanish 2 L/A 


7,407 


3.70 


1,482.23 400.61 


Spanish 3 L/A 
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38.81 


2,326.83 39.93 


Virginia 1 Quota 


1,880,714 
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313,664.39 348.37 


Virginia 1 L/A 


10,974 


3.49 


4,312.80 822.00 


Virginia 2 L/A 


117,939 


38.98 


18,399.69 311.96 


Virginia 3 L/A 
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81.36 
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1,827.73 


431,862.42 247.23 
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93,348.43 


(16,834,642.84) (180. 17) 
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4,260 


2.13 
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61.61 


(12,169.99) (197.33) 
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4W.61 
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DIBTRIBUTED BY 


(16,939,343.83) 
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»23,442,342. 13 
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Beg. 3 transfered to Quota - 
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OFA PEANUT 



Suaaary of 1981 Crop Pools 











Profit 




Pool 


pgyodi 

•223,122,760 






or Loaa 


Par ^on 
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111,961.3800 


-1 
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- 11.77 
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Virginia 3 L/A 
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- 


3,721.94 
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832.37 
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Total 13 Pool a 


427,893,461 


213,946.7000 


-4 


,346,762.98 





* Xncludaa 9,263 tons of fara atorad bcxight back by producar-handlar by 
January 26. 



iWl CHOP 

Total for distribution froa pools » 3,976,789 1/ 

Producars racaiving chacks --- _______ 7,282 

Total paid producars for Disaatar Tranafara >1, 068, 468.43 

Tons of Bag. 2 It Bag. 3 transfarad 6,139 

1/ 40X raturnad to producara, 60X usad to ratira 1973, 1974, 1979 and 1976 
crop patronaga rafund cartif icataa. (60X rapraaanta *2, 386, 074) 
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GFA PEANUT ASSOCIATION 



Ou— ry of 1982 Crop Pools 
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+ 12,247.88 

♦ 9,318.96 
3,176.94 

297.36 

2,942.21 

3,906.79 

-*- 1,899.27 

961.90 

- (SS^IS 



149,949.9790 - 463,147.29 



Per ton 

♦ 19.98 

♦ 89.19 

- 20.43 
-342. 19 

- 96.60 
-387.32 
♦347.02 

♦ 32.84 
♦136.29 

- 24.31 
-367. 13 

- 72.94 
-370.99 

♦ 37.20 

- 27.89 

- 42.26 



* Includes 1,409.8 tons of fare stored bought back by producer-handler by 
January 31. 



Total for distribution froe pools » 8,260,989.87 

Producers receiving checks --------.--.-.- 8,049 

Total paid producers for Disaster Transfers t 314,839.60 

Tons of Beg. 2 It Beg. 3 transfered 971.9 

Aeount transfered froe Additional Pool to Quota Pool — »10,684,600.41 
to offset crushing losses. 
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OFA RETURNB »12.9 HILLICM TO PROOUCEMI HOI 1983 CROP 
CHECKS NAILED JULY 6, 19B4 

Producers in tha SouthMst placad 70(106 ton* of pmmnatu into tho w rBhou a o 
loan prograai through 8FA Poamit Association froo tho 19S3 crop. Proilucors Mor 
•dvwicsd «23,S23,242 by CCC Draft at tioo of dolivory to tho buying station fa 
tho 70,108 tons. Tho >1, 328,906 loss on tho 1983 crop is attributsd to tho 
disaster transfer of 9,000 tons of Sog. 2 and Sag. 3 poanuts. 



Following is a 



.±BBl- 



c»f 8FA loan activities for the 1983 crop year. 



BUrtlflRY BF.lWg.gWP.PWL8 



1 - 
Runner 1 - 
Runner 2 - 
Runner 3 - 
Runner 2 - 
Runner 3 - 
Spanish 1 • 
Spanish 3 - 
Virginia 1 
Virginia 1 
Virginia 2 
Virginia 3 
Virginia 2 
Virginia 3 



Additional 
Additional 
Additional 
Disaster Quota 
Disaster Quota 

- Additional. 

- Additional 



- Additional 

- Additional 

- Additional 
Disaster Quota 
Disaster Quota 



63,198,201 
44,049,103* 

2,972,378 

10,931,296 

2,481,902 

14,736,238 

231,184 

43,734 

63,718 

332,728 

820,440 

382,981 

322,732 

432x042 



31,399.1 

22,024.3* 

1,486.1 

3,463.6 

1,240.9 

7,378.1 

113.3 

21.8 

31.8 

176.3 

410.2 

291.4 

161.3 

212x3 



» 2,423,421.10 

9,493,071.21 

242,929. 19 

373,044.22 

- 116,772.99 

-1,138,249.70 

40,897.22 

2,727.62 

1,133.73 

63,907.48 

36,691.97 

22,733.31 

- 21,271.33 



Pit Ton 

t 76.69 
431.11 
163.46 
109.21 

94. lO 
136.98 
334.08 
123.12 

36.28 
362.49 
138. 20 

78.08 
131.87 
148.38 



Totals - 14 Pools 141,243,724 70,622* -1,328,908.92 

* Includes 314 tons of fare stored peanuts bought back by pn 



oilu c er-hand 1 er . 



Total for distribution froe pools #12,924,397.27 

Producers receiving checks -----.--- _____« 4,773 

Total paid producers for Disaster Transfers - - - - - 2,830,936.84 

Tons of Beg. 2 and Seg. 3 transfered ---- ___ 8,999.8 

Total cost Of 1983 crop for 3 production areas (approx) - 6,000,000.00 

SFA's average cost per ton excluding interest for storage, etc. 26.02 

SFA's average cost per ton including intetest - - - - 32.19 

Aeount offset for Fare & Producer cross coepliance - - - 349,446.81 
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In 1983 tha gross incoiMi froa pssnuts in ths Unitsd Ststss Mas t812 
nil lion to ths producer, ths Bouthssst ststss scccxintsd for 
«518,232,000 of this. Ths only cost to CCC mss spprmiMstsly 2.SX of 
this SMOunt, and that boing dus to ths disastsr transfsr of sag. 2 and 
sag. 3 psanuts. Without ths drought, thsra iiould hava baan virtually no 
cost to tha govarnaant. 

In tha Southaast, tha cost to CCC Mas lass than «900,000 for tha crop 
yaar of 1982. 



I faal that you knoM tha situation is sarious on tha fara and that Ma 
ara facing mnnXrmmm financial difficulty Mhich is having its iapact on 
tha total aconoay. Tha faraars in our nation ara not bad aanagars — thay 
could not hava survivad tha past fsM yaars. Whan afficiant faraars in 
a coaaunity arm having troubla, aoaathing is sariously Mrong. Thasa 
^mrmmrm^ though good aanagars, cannot surviva Mhan thay mrm boabardad 
Mith aabargcMis, min\.rmmm Maathar conditions, foraign policy that 
restricts aarkats, tha incraaaad valua of tha dollar, and high intarast 
ratas Mhich Mi pas out tha faraars* profit. 



Thank you vary auch for listaning to ay viaMS. Wa, as ^9rmmT%, truly 
Mant to saa a sound aconoay and baliava it Mill only coaa Mith a sound 
agricultural aconoay. 



39-281 0—84 8 
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STATEMENT OF THE SECOND 

CONGRESSIONAL AGRICULTURE ADVISORY 

BOARD TO CONGRESSMAN WILLIAM L. DICKINSON 

JOE ADAMS CHAIRMAN 



Mr. Chairman and members of the House Agriculture Sub-Committee 
Peanuts and Tobacco, I am Joe Adams, Chairman of the Second 
Congressional District Agriculture Advisory Board representing 
(13) thirteen countries, all being in the peanut producing 
area. I am also a Peanut Producer as well as other farm 
commodities. We believe that no other producers and pro- 
cessors of food and fiber have made any greater sacrifices 
or worked consistently to bring about a more workable program. 

Mr. Chairman, the peanut program has an influence on each 
community and county and also the producing FAMILY FARM with 
its stabilizing effects. The present peanut price support 
program works and works well maintaining farm prices and 
income at higher levels than would be prevelent without 
any program. 

The present peanut program is needed. It is a supply- 
management program that is working well for producers 
and the consumers. The consumers are provided with a high 
quality edible products at reasonable prices while pro- 
viding the producers with a potentially reasonable op- 
portunity for making a profit. The program provides for 
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a basis in competing in the \«rorld edible market for peanuts. 
Producers cannot produce peanuts only for the world oil 
market and be competitive in the market place. 

The previous two farm Bills of 1977 and 1981 have addressed 
the cost of the Total Peanut Program with the 1981 legislation 
virtually reducing all cost of the program and permit ing 
unlimited production of peanuts by all producers. 

1981 program amendments established a minimum support level 
for quota peanuts at 27.5 cents per pound for the 1982 crop 
to be increased up to 6 percent per year in subsequent years 
as the cost of production increased. For the record, the 
Department of Agriculture changed its formula for determining 
cost of production in 1983 and the new formula grossly distorts 
cost items when comparisons for the 1982 and 1983 crops are 
attempted. I believe that the switch in peanut cost of pro- 
duction formats is not in keeping with the intent of the 
Congress in the Peanut Section of the Food and Agriculture 
Act of 1981. The 1981 law reduced the national poundage 
quota from the 1,440,000 ton level of 1981 to 1,200,000 
tons in 1982 and will reduce the level to 1,100,000 tons 
in 1985. A second major change in the 1981 law was the 
suspension of acreage allotments thus enabling anyone to 
produce peanuts. That development provided vastly increased 
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potential for the production of "additional" « or non-quota 
peanuts for the export market. 

The production of such "additional" peanuts provides an avenue 
to insure a continuity of supply of U. S. peanuts in the ex- 
port market. Such assurance is needed to continue expansion 
of export markets. The "additional" production also insures 
a backup supply for any shortage of domestic peanuts. The 
loan rate for "additional" peanuts approximates world crush- 
ing levels. However « the grower may share in increased sales 
levels of such peanuts for either crushing or edible use 
through area-type pool arrangements operated by the area 
growers association in each of the nation's three major peanut 
producting areas. This provision in the law removes the cost 
exposure that USDA previously assumed in supporting production 
at the quota level from the entire farm allotment. At the 
same time leeway is provided for unlimited production of such 
"additional" peanuts. The implementation of this option by 
the grower in producing the "additional" peanuts generally 
depends on his potential ultimate return from such peanuts 
rather than the loan level for "additional" peanuts. 

The present two-price progrsun with a sharp reduction in quota 
production has substantially lowered program cost but has at 
the same time provided flexibility for the production of 
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"additional" peanuts to supply export markets. Under provisions 
of the program shellers can forward contract for the production 
of such peanuts to be exported. At the same time the basic 
elements of orderly marketing of the crop with effective 
quality control are retained. 

CONTRACT DATE 
We feel that from information given this board that most 
producers would be comfortable with a contract date of 
August 1st through time of delivery. 

The framework of the present program provides a most 
effective vehicle whereby the grower can best market his 
peanuts with the supply and demand being controlled, with 
enough flexibility in production of peanuts in the export 
markets by the most efficient growers and provides some 
reasonable means of financing the production and processing. 
We can see only disadvantages by switching from the present 
program concept to loan concept or an open end. 



THE POSITIVE RESULTS OF THE 1977 and 1981 
PROGRAM HAVE BEEN ACCOMPLISHED 

1. Program Cost have been dramatically reduced. 

2. Disposition of CCC peanuts has been grossly reduced. 

3. That the two price system for peanuts provides an 
adequate supply of peanuts for the domestic and export 
markets . 
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4. Unlimited production of Peanuts by all producers. 

We feel that only minor fine tuning the present peanut pro- 
gram would be in the best Interest of the producer, further 
processors and consumers. The present supply management pro- 
gram works and works well. 



Mr. Chairman, the members of the Second Congressional District 
of Alabama Agriculture Advisory Boeurd rorweurd to working with 
your committee in the efforts of improved programs during 
deliberations on the 1985 Farm Bill. We appreciate the 
opportunity given us the opportunity to make these statements 
a part of this hearing today. 
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STATEMENT 

BY 

GALE A. BUCHANAN 

DEAN AND DIRECTOR 

ALABAMA AGRICULTURAL EXPERIMENT STATION 

July 12, 1984 

It is a pleasure for me to appear before you this morning 
and to make a few comments relative to our peanut program. 
First, I would like to express my appreciation for the Alabama 
Peanut Producers Association and those of you who are active 
in providing leadership for this vitally important crop in 
Alabama. As Dean and Director of the Alabama Agricultural 
Experiment Station, we appreciate the close working relation- 
ship with everyone involved in peanuts. 

We are here today at the Wiregrass Substation, one of the 
major units of the Alabama Agricultural Experiment Station 
System. We feel that our peanut research program is relevant 
and addresses many of the importaint production concerns of the 
peanut producer. Earlier this week, we had a field day that 
was attended by over 3,000 people. We are firmly committed to 
continuing that research effort in ensuring the success of 
peanuts as a crop. Likewise, I feel that it is absolutely 
imperative that we continue our efforts to assure the type of 
program that also contributes to the success of this important 
crop. 

I would like to point out that we depend on our producers 
to identify research problems and in the development of policy 
affecting this important crop. 

In Alabama, there will be approximately 220,000 acres of 
peanuts planted in 1984. This is a 20 percent increase over 
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1983 in which there were approximately 183,000 acres planted. 
This was an increase over 1982 in which there were approxi- 
mately 177,000 acres of peanuts planted in Alabama. These 
figures should be compared with an approximate base of 215,000 
acres. 

Farmers in South Alabama are dependent upon peanuts for 
their primary source of income. In my opinion, there are no 
alternative crops that are anywhere near as profitable year* 
in and year-out as peanuts. In fact, I rather suspect that 
peanuts are the primary source of farm income for farmers in 
10 or 12 Southeast Alabama counties. 

It is important to consider why peanuts are so well adapted 
to this portion of our State. The soils of Southeast Alabaucia 
are quite sandy and as such have fairly low moisture holding 
capacity. With added moisture or with adequate rainfall, these 
soils are highly productive. Peanuts is a crop that is able 
to withstand fairly long periods of drought; although I might 
point out that we sometimes can have extended drought that can 
affect peanut yields. While these sandy soils have a low 
moisture holding capacity, this characteristic is highly de- 
sirable and enables peanuts to be easily harvested. 

The present peanut program meets its objectives in a very 
effective manner. First, and extremely important, is the 
fact that there is little direct cost to the United States 
Government. In addition, the present peanut progreun ensures 
an adequate supply of peanuts for the consumers in this country. 
In addition, the quality standards associated with the peanut 
program ensures the highest quality of peanuts for the consuming 
public. 
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I readily recognize that we may need to consider making some 
adjustments in the program. For example, you might could argue 
that we could make some adjustments in the contract dates, per- 
haps giving farmers better access in the market place. In 
addition, maybe we should increase the quota just a bit to 
reflect greater peanut consumption in recent years. Details 
of these and other possible adjustments should be studied and 
considered by all individuals concerned with the peanut program. 

We have a program that I think is supply-management oriented, 
and the bottom line is that it is a program that is working 
well. It is an inexpensive program, and I feel has brought 
stability for a number of our farmers in Alabama. 

The ultimate benefactor of the peanut program is the consuming 
public across the United States. I think that it is important 
that we realize that not only do farmers benefit from. the peanut 
progrsim, we all do. 

Thank you. 
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ALABAMA FARM BUREAU FEDERATION 

P D Box 1 1000 Montgomery Alataama 36198(205) SBB 3900 



GOODWIN L VIvRiCK PrHR.clffit 



November 20, 1984 



The Honorable Charles Rose 
U. S. House of Representatives 
2230 Rayburn House Office 81 dg. 
Washington, DC 20515 

Dear Congressman Rose: 

It is my understanding that you did not have the enclosed 
information. I hope it helps. 

Sincerely, 



DF:mh 
Enc. 



IrfckFi field. Director 
National Affairs 
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MR. CONGRESSMAN AND DISTINGUISHED MEMBERS OF THIS SOB-COMMITTEE. 

I AM WYNDOL MURRAH, PRESIDENT OF THE WIREGRASS PRODUCTION CREDIT 
ASSOCIATION. 

OUR ORGANIZATION MAKES SHORT TERM AND INTERMEDIATE TERM LOANS TO 
FARMERS IN THE EIGHT PRINCIPAL PEANUT PRODUCING COUNTIES IN SOUTHEAST 
ALABAMA. 

, BECAUSE OF THE PEANUT PROGRA"^ AND ITS RESULTING PROFITABILITY TO 
FARMERS, CREDIT IS MUCH MORE EASILY OBTAINED AND MORE EASILY ADMINISTERED 
IN THE WIREGRASS THAN IN ANY OTHER AREA OF THE STATE. 

THOUGH I DO NOT HAVE FIGURES TO SUBSTANTIATE THIS. I KNOW FOR A 
FACT THAT FORECLOSURES AND BANKRUPTCIES HAVE BEEN FAR FEWER IN THIS 
AREA THAN IN OTHER AREAS OF ALABAMA, PRIMARILY BECAUSE OF THE PEANUT 
PROGRAM. 

TO FURTHER EMPHASIZE THE IMPACT THE PEANUT PROGRAM HAS ON THE 
FINANCIAL CONDITION OF OUR FARMERS. WE CAN COMPARE THE QUALITY OF 
LOANS IN COVINGTON COUNTY, WHERE THE PROPORTION OF PEANUTS TO OTHER 
CROPS IS RELATIVELY LOW, WITH THAT OF OTHER COUNTIES IN THE AREA SERVED 
BY WIREGRASS PCA WHERE THE CONCENTRATION OF PEANUTS IS RELATIVELY HIGHER. 

THE PERCENTAGE OF WHAT WE CALL "ACCEPTABLE". LOANS IN COVINGTON 
COUNTY IS PRESENTLY 54.13%, WHILE IN THE COUNTIES WITH HIGHER CONCEN- 
TRATIONS OF PEANUTS THAT FIGURE IS 74.57%. 

THIS IS BUT ONE EXAMPLE, AND IT MAY NOT NECESSARILY BE CONCLUSIVE, 
BUT WE BELIEVE THAT IT PROVES BEYOND A DOUBT THAT A PROGRAM OF SUPPLY 
MANAGEMENT HAS A DIRECT AND MEASURABLE IMPACT ON THE PROFITABILITY AND 
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THEREBY THE WELFARE OF FARMERS. IT ALSO PROVES BEYOND DOUBT THAT 
WITHOUT A POTENTIAL FOR PROFITABILITY SUCH AS IS PROVIDED BY THE 
PRESENT PEANUT PROGRAM. THE QUALITY OF CREDIT MIGHT AND PROBABLY 
WOULD, DETERIORATE TO THE POINT THAT SEVERE CREDIT RESTRAINTS WOULD 
BE NECESSARY. 

RECENT EVENTS NATIONWIDE HAVE SHOWN THAT LOW PROFITABILITY. 
WHICH RESULTS IN A FARMER'S LOSS OF LIQUIDITY AND EQUITY IN HIS 
OPERATION FINALLY LEADS TO INEVITABLE FORECLOSURE AND/OR BANKRUPTCY. 
IN A REPORT PREPARED RECENTLY BY JACK CONDRA, PRESIDENT OF THE 
FEDERAL INTERMEDIATE CREDIT BANK OF NEW ORLEANS, HE SAID, AND I QUOTE, 
"NOT ALL GOVERNMENT PROGRAMS HAVE FAILED. UNFORTUNATELY, WE DO NOT 
OFTEN HEAR ABOUT THE SUCCESSFUL PROGRAMS, MAINLY BECAUSE THE FARMERS 
INVOLVED ARE SATISFIED. A GOOD EXAMPLE OF ONE SUCH PROGRAM IS THE 
GOVERNMENTS PEANUT PROGRAM, WHICH HAS BEEN HIGHLY SUCCESSFUL AND COST 
EFFECTIVE FOR BOTH THE GOVERNMENT AND THE FARMER. PROGRAMS SUCH AS 
THIS SHOULD BE STUDIED FOR THEIR POTENTIAL BENEFITS AND APPLICABILITY 
FOR OTHER COMMODITIES." END OF QUOTE. MR. CONDRA IS A CONCERNED 
PERSON. HE IS CONCERNED ABOUT THE FINANCIAL CONDITION OF THE FARMERS. 
NOT JUST IN THE STATES COMPRISING THE 5TH FARM CREDIT DISTRICT, OR JUST 
THE PEANUT FARMERS, BUT IN THE NATION AS A WHOLE. THIS STATEMENT CON- 
TAINS LOTS OF SUBSTANCE AND FOOD FOR THOUGHT. 

OUR FARMERS NEED AND DESERVE A PEANUT PROGRAM. THEY NEED AND 
DESERVE A RETURN ON THEIR INVESTMENT THAT WILL ALLOW THEM TO QUALIFY FOR 
CREDIT AND ASSURE THEM A POTENTIAL FOR ENOUGH PROFIT TO PROVIDE A LIVING 
FOR THEIR FAMILIES AND ALLOW THEM TO SERVICE THEIR DEBTS IN A MANNER 
THAT IS ACCEPTABLE TO THEIR LENDERS. 
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AS A LENDER WITH OVER 35 YEARS EXPERIENCE OF MAKING LOANS TO 
FAR^€RS, I KNOW THAT HIGH IMPUT COSTS AND HIGH INTEREST RATES, TOGETHER 
WITH LOW COMMODITY PRICES, HAVE ERODED THE FARMERS' BORROWING POWER 
AND HIS PURCHASING POWER TO SUCH A CRITICAL LEVEL THAT FURTHER COST/PRICE 
SQUEEZES WILL BE DIFFICULT IF NOT IMPOSSIBLE TO OVERCOME. 

THE CONTINUANCE OF THE PEANUT PROGRAM WILL HELP TO ALLEVIATE THIS 
PROBABILITY, AND AS A LENDER WHOSE SOLE BUSINESS INTEREST LIES IN 
EXTENDING CREDIT AND RELATED SERVICE TO FARMERS, WE JOIN WITH THE 
OTHERS HERE TODAY AND THOSE THEY REPRESENT IN URGING YOUR SUPPORT OF 
THIS PROGRAM. 

THANK YOU VERY MUCH. 
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LONG-TERM FARM POLICY TO SUCCEED THE 
AGRICULTURE AND FOOD ACT OF 1981 

(Peanut Price Support Program) 



MONDAY, SEPTEMBER 24, 1984 

House of Representatives, 
Subcommittee on Tobacco and Peanuts, 

Committee on Agriculture, 

Pleasanton, TX, 
The subcommittee met, pursuant to notice, at 10:30 a.m., at St. 
Andrews Catholic Church Parish Hall, corner. Market Street and 
Highway 97 East, Pleasanton, TX, Hon. Charles Rose (chairman of 
the subcommittee) presiding. 
Present: Representatives Tallon, Stenholm, and Roberts. 
Also present: Representative E (Kika) de la Garza, chairman of 
the full committee. 

Staff present: A. Mario Castillo, staff director, and Joan Teague 
Rose. 

REMARKS OF E.W. WEHMAN, SR. 

Mr. Wehman. We will get the show underway. There are lots of 
empty seats up here. This is not going to be a church service, so 
you can be completely at ease and feel safe. Come up here and fill 
up the seats on the first and the second row. There are a lot of 
seats here. 

I am indeed grateful, ladies and gentlemen, to see so many of 
you here this morning. Can you hear? I always thought that I 
could shout loud enough without having to talk into one of these 
little old cans, but apparently, I misjudged myself. 

It is good to see this many of you here. We will get the hearing 
underway and to start the program. I would like to ask Father 
O'Brien to give the invocation. Father O'Brien serves this parish 
here. He does a fantastic job. We appreciate all the things that he 
is doing for us and has done. And, Father, if you will come forth 
and give us the invocation, we would be grateful if you would rise. 

After that, remain standing. We will have the Pledge of Alle- 
giance. 

[Invocation and Pledge of Allegiance.] 

Mr. Wehman. I would like at this time to ask our honorable 
mayor, Danny Quails, to give us a welcome address. We will have 
one or two more at our noon luncheon. But I think it is proper and 
I think we need to have a welcome from our mayor. 

(121) 
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In the event some of us may get into some things that we might 
not want to and we end up in places where we might not wcmt to 
be, he told me that if he could not do anything about it, he would 
get in there with you. So with that, mayor, would you give us a 
welcome. 

REMARKS OF DANNY QUALLS, MAYOR, PLEASANTON, TX 

Mr. QuALLS. Thank you, Ernest. It is a pleasure for me to be 
here with you today. It is good to see so many of you here. We 
would like to extend a cordial welcome to all of you in attendcmce 
today, especially you from out of our county and over the State of 
Texas. And it is my understanding we have some people here from 
Oklahoma. It is real good to see you here. 

Also we are happy to have all the congressional Members here to 
be with us today. This is a very important meeting today in regard 
to the production of peanuts. We are all vitally interested in the 
peanut production in Atascosa County and the State of Texas. It is 
vital to the economy of the area and also the State and Nation as a 
whole. The decisions that will come out of this public hearing today 
will be beneficial as far as the future of the peanut program here 
within the United States. 

The hearing that will be conducted today is brought to you in 
conjunction with the members of the Subicommittee on Tobacco 
and Peanuts of the U.S. House of Representatives. The purpose of 
this is to review the Government's stabilization program in regard 
to the production of peanuts. Now, this meeting is 1 of 10. It is my 
understanding that three of these meetings have already been held 
in North Carolina, Georgia, and Alabama. 

We are very happy that Atascosa County and especially the city 
of Pleasanton was chosen as a site for another of these hearings. 
These gentlemen have given of their time to come down to be with 
us here today. They want to see how you feel about the future of 
the program itself. It is very important that you express yourself 
before these Members here today. They want to know what you 
feel, how you feel about the program and what future may lie 
ahead as far as the program. 

All of these considerations will be taken under in the drafting of 
the 1985 farm bill next year. At the conclusion of the hearing 
today, there is going to be a free meal provided for you. We invite 
you to partake of that meal and it is being sponsored by the Atas- 
cosa County Peanut Association and the men of the Catholic 
church here are putting this on. 

I assure you that these men do a hangup job on preparing food. 
So we invite you to partake of that meal. At this time I would like 
to personally thank our Congressman de la Garza for what he is 
doing in Washington on behalf of the people in Atascosa County 
and the people in his district. We appreciate your efforts in Con- 
gress. 
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Without further adieu, we will proceed with the meeting and I 
will turn this back over to Mr. Wehman. Thank you very much. 

Mr. Weyman. Thank you, Danny. Danny is doing a good job here 
and we appreciate the work Danny is doing. I think he said he 
wanted to be excused. He is with the highway department and he 
needs to get back on the job. So, Danny, if you need to leave, feel 
free to go. We appreciate you coming. 

Visiting Congressmen, chairman of the Agriculture Committee, 
Kika de la Garza, you don't know how humble I feel to have the 
honor of saying to you we are glad you have chosen to come to 
Pleasanton, TX, Atascosa County. This is the only public hearing 
like this that will be conducted in the State of Texas. So with that, 
you know that we occupy a pretty important place in this small 
State of ours. 

Congressman Kika de la Garza and to the other of you, Chair- 
man Rose of the subcommittee, we are grateful. We hope that what 
you will learn here and what you have seen this morning and 
maybe what you partook of last night, that it would be helpful to 
you in implementing in the bill. We had a little party for you and 
these good men and Ms. Rose. Sure am glad that we had Ms. Rose 
there at the meeting last night. She did do a fantastic job in keep- 
ing a lot of us kind of going down the straight and narrow path. 

And some of them this morning said that the tortillas and ta- 
males did taste good. And they had their results. Some of them 
were not so bright eyed this morning. But they were on the job. 

I take it from that that I should conclude, Chairman Rose, I 
think that is enough, but we are grateful for the party last night. 
What I would like to do is introduce our Congressman Kika de la 
Garza, chairman of the Agriculture Committee. Then he will in 
turn introduce the members of the subcommittee and the other 
people that are here with him that occupy positions of honor and 
trust in our Nation's Capital. 

Congressman de la Garza, I asked for a resume to send me down 
something that I could say good about him and do you know what 
they said? Look at this. This is single spaced. There are two pages 
of it. And, Congressman, I want you to feel good. I am just going to 
tell them a little bit about it. 

The Congressman was born and raised in the valley. He spent 6 
years, 6 terms in our State Capital as representative. He has been 
elected to Congress. This is his 10th term, 20 years. Congressman, 
am I right on that? He is now serving as chairman of the House 
Agriculture Committee. I want to say to you, agriculturally speak- 
ing, this is the most important position in Washington. I have had 
the opportunity and the honor of working with him on the State 
Soil and Water Conservation Board for the last 15 or 20 years, and 
he has always done a fantastic job. 

He is agriculturally oriented. He represents a big part of Texas 
that is certainly agriculturally situated. And not only does he 
think of agriculture, he thinks of all the people. That's best for all 
the people of this United States. Congressman, I could go on and 
on. I need to reintroduce you this afternoon at our luncheon. And I 
think with that, I am going to say that it is good to have you. We 
appreciate the good work that you are doing. 
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We appreciate you bringing your colleagues down here with you. 
And I would ask that you introduce them. Then when you get 
through with your hearing, then if you will turn it back to me, 
hopefully that we can go eat lunch together and break bread with 
each other. Congressman de la Garza. [Applause.] 

OPENING STATEMENT OF HON. E (KIKA) de la GARZA, A 
REPRESENTATIVE IN CONGRESS FROM THE STATE OF TEXAS 

The Chairman. Thank you very much, Mr. Wehman. We appre- 
ciate your remarks. I thank you for all your assistance in coordi- 
nating this meeting and the events related to it. All of you who 
know Ernest Wehman, know if he is involved it is well-coordinated. 
Also, I thank Father O'Brien for the use of the hall and the men of 
his parish for working on the lunch. 

We thank Mayor Quails for his welcome. We appreciate the coop- 
eration of Haryy Schneider, Atascosa Peanut Growers and all of 
the other associations, not only on this hearing, but for their help 
throughout the year. We welcome our guests in behalf of the Com- 
mittee on Agriculture and appreciate your interest and your par- 
ticipation this morning, whether you testify or not. Your attend- 
ance certainly shows your interest and it is gratifying and helpful 
for us to know of your concern for this very important legislation. 

This is one of many hearings that relates to all facets of the 1985 
farm act we are holding throughout the United States. I am very 
pleased that Chairman Rose was able to come to south Texas and 
to Pleasanton to hold one of his subcommittee hearings. I have vis- 
ited in other areas, but generally the subcommittee of jurisdiction 
goes to the area of interest to obtain the views of the people at the 
local level. 

Since the beginning of the year, I have attended hearings in 
North Dakota, South Dakota, Minnesota, Illinois, Missouri, North 
Carolina, South Carolina, Georgia, Ohio, Michigan, Colorado, and 
New Mexico. Odd as it may seem, this is my first opportunity to 
attend a meeting in Texas, and I am glad that it could be in my 
congressional district. 

I want to introduce and welcome to the 15th Congressional Dis- 
trict, Congressman Robin Tallon of South Carolina, a very helpful 
and constructive new member of our committee; our colleague from 
west Texas, Charlie Stenholm, who also is a very important 
member of our committee and whose background is and has been 
in agriculture; and Congressman Pat Roberts of Kansas. 

Our committee works in behalf of rural America and agriculture. 
Regardless of political affiliation, the problems of a farmer are the 
problems of a farmer. Certainly, the members of the minority party 
on our committee are important and valuable members to the agri- 
cultural community. 

Representing that side of the aisle today is our good friend, Pat 
Reberts of Kansas. Of course, there is the chairman of the subcom- 
mittee, who is probably one of the foremost authorities on tobacco, 
peanuts, and other crops, and he is a most distinguished Member of 
Congress. He chairs the Subcommittee on Tobacco and Peanuts. 

I thank the chairman for accepting my invitation to come to 
Texas. I thank all of you again, and turn the meeting over to 
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Chairman Charlie Rose of North Carolina. He will explain the pro- 
cedures to you. Mr. Chairman, welcome to the 15th Congressional 
District of Texas. 

OPENING STATEMENT OF HON. CHARLES ROSE, A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF NORTH CAROLINA 

Mr. Rose. Thank you, Mr. Chairman. We are honored to have 
the invitation to come to your district and to enjoy the hospitality 
of the State of Texas and more particularly, your great district. We 
thank all of the nice things that have been provided for us by the 
Peanut Growers Association that has taken such good care of us 
since we arrived last night. 

Mr. Chairman, we have a list of about 13 witnesses. I am not 
sure all of them are here today. We would ask in the interest of 
time that you keep your statement as short as possible. I believe 
that your staff or the growers association has asked that witnesses 
keep their prepared remarks as close to 5 minutes as they possibly 
can, then allow time after their comments for us to ask questions. 

A record is being taken. I do not know whether or not we have 
witness cards for everybody. Is that all taken care of? All right. 
Then we will begin. We are here to get information from you about 
the peanut program. We want to know how it is working. We want 
to know whether you think it should be continued or not and, if so, 
how it should be continued. 

There is a new farm bill that must be written in 1985. We are 
going to have a hard time, I am afraid, in 1985, with any farm bill 
because of just the politics the way things seem to be shaping up in 
Washington. But we certainly need to pass one and we need to get 
it in place especially for what it means to peanut farmers. 

One challenge that I would like to issue to you here and Chair- 
man de la Garza commented on how well we work together as a 
committee. We work together well as a committee because we are 
so few. We can't afford to fight among ourselves. There are not 
that many people that represent farmers in rural American any- 
more. And we pretty much have to put partisanship behind us. 

The only time we get partisan is when the administration kind of 
eggs us into getting partisan with each other, but aside from that, 
we usually are pretty unified into what we think is good for rural 
America. But I would challenge you to get your differences settled 
here in Texas among peanut growers. Don't bring your differences 
to Washington and ask us to iron them out. Do it in Texas. 

We need to see you with the unified peanut approach when you 
get to Washington to the Agriculture Committee in 1985 for the 
farm bill. I don't expect you to do all that today, but you have be- 
tween now and next spring to do that. And that should be No. 1 on 
your agenda. There are a few differences of opinion, I understand, 
in Texas, on how you should run the peanut program. 

I am sorry to hear that. My farmers in North Carolina never dis- 
agree on anything. They always agree. [Laughter.] 

Our first witness is Mr. Kenneth Stephens, a farmer from Poteet, 
TX. 
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STATEMENT OF KENNETH STEPHENS, PEANUT GROWER, 
ATASCOSA COUNTY PEANUT GROWERS ASSOCIATION 

Mr. Stephens. Mr. Chairman and members of the committee, I 
am Kenneth Stephens, a peanut grower speaking for the Atascosa 
County Peanut Growers Association. On behalf of all of us, wel- 
come to Pleasanton. We are very grateful that each of the commit- 
tee members has taken the time and shown the interest to be with 
us here today. 

Although I do not make many speeches, and have been n^ligent 
in expressing my opinons many times, I consider the need so 
urgent to continue our present peanut program in the 1985 farm 
bill that I want to go on record today in strong support of this t3rpe 
program. 

It appears to me that the experience of the past few years with 
some other crops has proven rather conclusively that imcontrolled 
productivity with inadequate price floors have just about ruined a 
lot of farmers. 

The present peanut program with its two-price system controls 
Government cost exposure on the quota production while permit- 
ting unlimited production of additionals for export/crushing at no 
cost exposure to the Federal Government and taxpayer. 

We must continue this type of flexible controls in the new 
peanut legislation and strengthen it by providing that quota be in- 
creased to the projected domestic consumption in 1986 and legislate 
an automatic increase in the national poundage quota as domestic 
consumption increases. 

Because of rapidly escalating costs over which growers have no 
control, we must have reasonable price protection on our quota 
production. The quota support rate provided in the current farm 
legislation should be closely examined and increased automatically 
as costs increase. Farmers cannot continue to produce a top quality 
product unless they have the opportunity to make a profit. 

Farmers cannot continue to secure financing to produce the crop 
unless anticipated income exceeds expected costs. There is no doubt 
that a large part of the Nation's peanut producers must have 
annual financing to continue to farm. There is also no doubt that 
many of the steps a farmer follows to produce top quality peanuts, 
significantly increase his costs. The American public deserves and 
has been getting top quality peanuts. This cannot be compromised. 

We support the provisions in the present program which permits 
additional production for the export market. This is significant for 
those growers who are able to negotiate a contract for this market 
at price levels which will insure a profit to the farmer. 

Peanuts are a nutritious food. Peanuts must be harvested, han- 
dled, and marketed differently than cotton and the grains. There is 
the need for a planned production system accompanied by support 
prices that will make crop financing possible. 

Growers, through substantial sacrifices in many instances, have 
made the very difficult transition from the old acreage allotment 
one-price system to the present supply management two-price pro- 
gram. We feel some pride in the fact that this transition has large- 
ly eliminated Government losses on the peanut program. 
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At the same time the American consumer has benefited from a 
predictable and stable supply of wholesome top quality peanuts at 
a reasonable price. We support the continuation of the present 
peanut program and urge your support of it. We feel that minor 
modifications should be made but only within the framework of the 
present program. 

Farm programs that provide ample supplies of the commodity for 
both domestic and export use at negligible cost to the taxpayers are 
hard to find. The peanut program does this. The program also in- 
volves quality assurance through thorough grading requirements 
and a strict quality control program. 

The peanut program is not perfect. From the growers' point of 
view modifications need to be made that will strengthen the farm 
quota base and the quota support price. Other fine tuning needs to 
be accomplished. Other industry segments apparently also want 
some modifications. But all of the modifications can and should be 
made under the present program structure. Otherwise, we will lose 
the stability that a successful peanut program must have. 

Gentlemen of the subcommittee, my message is that the present 
program as we know it must be retained. Its basic concepts are 
sound and workable, as proved by many years performance. 

Thank you for permitting me to make this stSsitement. 

Mr. Rose. Thank you Mr. Stephens. We appreciate your being 
here. 

Any questions for Mr. Stephens? Mr. Stenholm. 

Mr. Stenholm. What do you mean by strengthening the farm 
quota base?. 

Mr. Stephens. To the domestic level. It is now below it, or will 
be, whenever the 1985 farm program ends. 

Mr. Stenholm. Thank you. 

Mr. Rose. When you finish your statement, if you will just stand 
there for a minute, until we see whether there are or not, we will 
appreciate it. 

Our next witness is Mr. Jack Coppedge, member of the board, 
Oklahoma Peanut Growers Association from Holdenville, OK. 

STATEMENT OF JACK COPPEDGE, MEMBER OF THE BOARD, 
OKLAHOMA PEANUT GROWERS ASSOCIATION 

Mr. Coppedge. Mr. Chairman and members of the subcommittee, 
my name is Jack Coppedge. I am a peanut producer from Hughes 
County, OK. The peanut program as we have known it has been 
the life blood of my county and for that matter a large part of the 
State. The quota phase of the program equally distributes produc- 
tion throughout the peanut belt and thereby assures supply in the 
most effective way. More basic than that, however, is the fact that 
the quota and price support program makes possible the financing 
of the crop. 

What I am saying is for growers to be effective in assuring 
supply, there must be price assurance that will permit them to: 
One, secure financing of the crop and, two, have a reasonable op- 
portunity for adequate returns. Such price assurance combined 
with an effective quota base have proved through the years to be a 



Digitized by 



Google 



128 

workable and effective way of providing an ample supply of pea- 
nuts to consumers. 

In our opinion the national quota base was reduced far more 
than necessary in the 1981 farm bill. Domestic edible and seed use 
currently is totaling about 1,300,000 tons. But for 1985 the national 
poundage quota will be only 1.1 million tons. In the traditional pro- 
gram prior to 1978 the supply management or production control 
phase of the program accomplished relatively little for the U.S. 
taxpayer during the last years of the program since growers were 
generally producing a surplus of peanuts at considerable loss to the 
program. 

A combination of poundage quotas and sharp annual reductions 
of the national quota levels legislated in 1977 and 1981 have more 
than resolved previous quota surplus problems. Actually the 1981 
bill caused an over cure or over kill of the previous problem. The 
national poundage quota should be increased in the 1985 farm bill 
to a level estimated to equal the domestic edible requirements. We 
believe that this can be done while keeping the program in a negli- 
gible cost position. 

On the other hand, we have no objection to stronger require- 
ments in the law for planting the farm quota. The grower probably 
should be required to plant his farm quota each year unless ad- 
verse weather or other conditions approved by the county ASCS 
committee prevent them from planting. The grower should take se- 
riously his responsibility in supply assurance. 

The 1981 farm bill provides sharp penalties for continued leasing 
away of farms quotas and for continued failure to plant sufficient 
peanuts to produce the farm quota. We understand that over 8,000 
farm quotas have been eliminated under the category reductions 
spelled out in the 1981 farm bUl. It seems reasonable to assimie 
that most of these losses have involved small and/or marginal 
quota operations. 

In any event the result is that the pounds resulting from lost 
quotas are conveyed to and combined with viable operations. A 
large number of smaller farm quotas have been sold and combined 
with more workable units. The result is that our quota system is 
becoming stronger and even more dependable as a supply mecha- 
nism. 

As pointed out initially, our peanut quotas are broadly appor- 
tioned over the entire Peanut Belt and therefore contribute sub- 
stantially to the economic well-being of hundreds of communities. 
The quota system causes the peanut program to be predictable for 
the farmer, the processor, and the user. This predictability makes 
for sound financing, effective marketing, and a high quality prod- 
uct. 

From the standpoint of quota and supply I believe we should 
seek a position that is comfortable for both industry and taxpayer 
where the program will assure a sufficient supply of peanuts for 
domestic edible usage, but within bounds that result in negligible 
program cost. To achieve such a position our national quota pound- 
age should be set at a level not to exceed domestic edible and seed 
use, and safeguards should be established to insure that additional 
peanuts are utilized in the domestic edible market only to the 
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extent they are needed to make up any shortfall in the quota pro- 
duction. 

We feel that administrative policies of the Department of Agri- 
culture have been far too lax in permitting additional peanuts to 
be purchased by processors for the domestic edible market. We be- 
lieve the intent of the Congress in both the 1977 and 1981 farm 
bills is that additional peanuts be produced primarily for export 
use and to provide a reserve on the domestic edible side. 

In summary, the peanut quota program works and should be con- 
tinued. The national poundage level should be increased to supply 
domestic edible and seed needs and additional peanuts should be 
utilized domestically only when there is a shortfall in the quota 
supply. 

Mr. Rose. All right, thank you, Mr. Coppedge. Any questions? 
Members of the panel? Very good statement. 

Mr. Coppedge. Thank you. 

Mr. Rose. Mr. Harvey Schneider, president of the Atascosa 
County Peanut Growers Association, Pleasanton, TX. 

STATEMENT OF HARVEY P. SCHNEIDER, PRESIDENT, ATASCOSA 
COUNTY PEANUT GROWERS ASSOCIATION 

Mr. Schneider. Mr. Chairman, I am Harvey Schneider, a farmer 
and peanut producer from Pleasanton, TX, in Atascosa County. I 
have been farming peanuts for 29 years. I am the current president 
of the Atascosa County Peanut Growers Association, and am serv- 
ing as a member of the Peanut Commodity Committee of the Texas 
Farm Bureau. The purpose of this committee is to work with and 
advise the Texas Farm Bureau directors on matters about peanuts. 

The present peanut program of the farm bill was brought about 
when farmers were far outproducing the demand for peanuts. The 
Government faced large deficits by having to buy these surplus 
peanuts, so some form of supply control had to be developed. The 
farm bill of 1981 achieved three very important objectives. 

It reduced the cost of the program. It provides the processor and 
consumer with an adequate supply of high quality peanuts at a 
reasonable price. It created a supply of additional peanuts to be 
used to trade on the export market. The additional peanuts are 
priced at a point that the Government can handle them without 
having a loss. In summary, the general consensus of peanut farm- 
ers is that the program is working, and needs only a little fine 
tuning. 

One problem seems to have developed with the annual reduction 
of quota pounds. The quota poundage for 1985 is to be 1,100,000 
tons. If the reduction continues, there will not be enough quota 
peanuts to supply the edible market. For this reason, the peanut 
farmers are calling for an increase in poundage to be put into the 
new farm bill. 

Much to the horror of peanut farmers, the U.S. Department of 
Agriculture changed the formula they had been using to determine 
the cost of producing peanuts. The new figures say that we are pro- 
ducing peanuts at about $100 a ton less. Anyone who would bring 
forth these figures as the true cost of production, has clearly not 
been buying the supplies needed to operate. Check the cost of trac- 
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tors, equipment, replacement parts, repairs, fuel, seed, fertilizer, 
chemicals, labor, and many other items I cannot take time to list. 
And it will be evident that prices have not reduced, but have 
indeed increased. For this reason, we feel that very serious consid- 
eration should be given to an increase in the price support level of 
$550 a ton. 

The top money crop in Atascosa County is peanuts. This industry 
keeps many people working and it keeps enough money in circula- 
tion to allow many businesses to flourish. Any loss of this revenue 
would be very detrimental to the economy of our county. Thus we 
are calling for the continuation of the policy of keeping quota 
transfers within the county. ^ 

Producers feel that there should continue to be a deadline for 
contracting additional peanuts. This early contracting is necessary 
to allow farmers to plan their years production. At the high cost of 
production, you certainly wouldn't want to plant peanuts, not 
having any idea what they are going to bring. 

In today's economy, there are always farmers in financial trou- 
ble. The need for financing becomes more of a problem all the 
time. The value of our equipment that we use as collateral is de- 
preciating annually and new equipment is too expensive to buy. 
Money needs are escalating and it is becoming increasingly diffi- 
cult to get operating loans. The lending institutions look on the 
price support of peanuts as the extra collateral we need for a loan. 

At this time, I want to express my appreciation of having this 
opportunity to testify at this hearing. Thank you. 

Mr. Rose. Thank you, Mr. Schneider. Very good statement. Any 
statements or questions by members of the panel? We are glad to 
be in your growing area and we appreciate all your hospitality and 
all that you have done for us. Thank you, sir. 

Mr. Johnnie Rollins, president. Southwestern Peanut Growers 
Association, Grandbury, TX. 

STATEMENT OF JOHNNIE ROLLINS, PRESIDENT, SOUTHWESTERN 
PEANUT GROWERS ASSOCIATION 

Mr. RoLUNS. Mr. Chairman and members of the committee, I am 
Johnnie Rollins, president of the Southwestern Peanut Growers As- 
sociation. Our association operation encompasses all of the peanut 
producing areas of the Southwestern United States. 

We are convinced that continuation of the present peanut pro- 
gram framework is solidly supported by the vast majority of our 
members. The program is vitally important to the economic well- 
being of over 11,000 farm families producing peanuts in the South- 
west. 

Though the total production in the southwest area comprises 
only ah^ut 20 percent of the U.S. total, peanut production is a very 
important economic factor in a large number of counties in Oklaho- 
ma and Texas. 

Some of our counties, like the one we are in now, boasts a pro- 
duction level above the national average, but most of our counties 
have average yields somewhat below the national average. Our pro- 
duction costs therefore are higher than those experienced in some 
other places. The fact notwithstanding, we believe the southwest 
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area makes an important contribution to the U.S. peanut industry. 
Our production pattern is more varied than the other major areas. 
We produce both Runner and Spanish peanuts in quantity and, of 
course, New Mexico produces the Valencia peanut. Our south 
Texas counties have also shown the ability to produce the Virginia 
type peanut. Traditionally, a good part of our south Texas crop is 
harvested earlier than in any part of the United States. 

Because our production coste are generally higher than in other 
major production areas, our growers may feel the cost-price squeeze 
before it is felt elsewhere, but Southwest producers are not the 
only ones who are saying we need a quota price adjustment in the 
1985 farm bill. As this subcommittee knows, the Department of Ag- 
riculture in 1980 projected the national average peanut production 
cost of 1981 to be $526 per ton. 

It is totally unrealistic to believe that the cost of producing pea- 
nuts has increased only $24 per ton over the past 3 years. Yet the 
Department did not see fit to increase the quota support rate this 
year. In fact, the Secretary has not increased the quota support 
rate since the 1981 farm bill was enacted into law, although he has 
had the authority to do so. 

Though there may have been easier ways to accomplish an end, 
the provisions of the amended peanut program of 1977 and 1981 
have resulted in the elimination of some 16,000 farm quotas, or 21 
percent of the total quota farms that existed prior to the initial 
program amendments in 1977. In 1977, the last year of the old 
peanut program. Department of Agriculture records showed 75,059 
allotment farms. In 1984 the Department records show 59,511 
quota farms, a decline of 21 percent. 

Of the 2-percent reduction, over one-half have been eliminated 
under the category reductions spelled out in the 1981 farm bill. The 
penalty for continued leasing away of farm quotas has resulted in 
most of the quota losses. Much of the remainder dissapeared as 
small and/or marginal quotas were sold to avoid being lost. The 
end result is that 21 percent of the small and/or marginal farm 
quota operations in the Nation have been voluntarily or involun- 
tarily conveyed to and combined with viable farm production enter- 
prises. 

That transition is going to continue to occur. The end being 
achieved is that intended by Congress in 1981 of placing peanut 
quotas in the hands of producers, but more significantly, there ap- 
parently is occurring a dramatic move toward increased production 
efficiency as marginal operations are consolidated into workable 
production units. The reply of peanut growers to those who accuse 
the program of fostering garden plots is that the 1981 farm bill has 
zeroed in on mass elimination of such farming operations. 

Our point in focusing attention on the quota transition is to 
stress that any problems with peanut production inefficiency are 
being alleviated through the process of attrition, hurried along for 
sure, by the quota category reductions in the 1981 farm bill. Dra- 
matic changes in the production of quota peanuts are occurring not 
only in the Southwest, but across the entire peanut belt. 

We believe the peanut program is working, but can and should 
be made more effective for the growers. Its supply management 
framework will permit a strengthening in a place or two that 
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would be very helpful. In looking toward a peanut program for the 
future, we are convinced that marketing quotas and an adequate 
support price are essential, not only to maintain marketing order 
and stability for a semiperishable, high-risk commodity, but also 
for preservation of other time tested values. These include: 

One, financing; the price support, supply management concept is 
basic to adequate crop financing for growers. 

Two, quality; our present very effective quality control program 
is tied directly to the two-tier price support program reinforced by 
sharp penalties for violations and meaningful rewards for compli- 
ance, both of which are instrumental to a successful endeavor, and 

Three, budget restraints; crop production which is supported at 
reasonable price levels must be controlled in order to meet cost 
guidelines. The most costly crop surpluses are those with low-loan 
rates and little or no production restrictions. 

Peanut growers have endured significant changes over the past 7 
years. In terms of dollars, the growers' support price has been re- 
duced about 20 percent; his farm quota has been reduced about 50 
percent; his acreage allotment has been suspended and 21 percent 
of the quota farms have been eliminated. 

At a minimum, the national poundage quota should be increased 
beginning in 1986 and the quota support rate must be established 
and adjusted in a more realistic manner. 

In closing, we wish to thank the committee members for coming 
to the Southwest to listen to our comments on the peanut program. 
We fippreciate the contributions that members present today have 
made in the past to retain a workable program. Without your lead- 
ership, there would be no meaningful program. We look forward to 
a continued pleasant and productive relationship with your com- 
mittee. 

Mr. Rose. Thank you, Mr. Rollins. We have been aware since 
1981 that there was an association in Washington made up of 
peanut butter manufacturers and candy manufacturers that have 
basically fought the peanut program all along. A former Congress- 
man and colleague of ours, he is now in charge of that association. 

I have met with him and talked to him. And he has met and his 
organization has met with the peanut growers group. I am sure you 
are familiar with them. 

Mr. RoLUNS. Yes. 

Mr. Rose. Aren't you on that committee? 

Mr. Rollins. No, I am not. 

Mr. Rose. Well, you know about the work. I am told that about 
50 percent of all the peanuts that are grown in America go into 
peanut butter manufacturing. That organization has threatened to 
start advertising on television that peanuts can be grown as addi- 
tional, taken into Canada and made into peanut butter for about 
half what peanut butter can be made for in this country. And that 
is going to be heavy and that is going to be tough if they mount a 
program like that, just in time for the 1981 farm bill. 

I don't expect you to give me an answer now because I don't 
have one. I certainly don't expect you to have one. But at some 
point in time, you fellows are going to have to tell us, what do we 
say to the Members of Congress who believe that the peanut pro- 
gram should be phased out? We don't obviously. We are there 



Digitized by 



Google 



133 

fighting for it. But what do we say to them when they tell us that 
these additionals going into Canada can be made into peanut 
butter and sold there for about half it is sold for here? Think about 
it. 

Mr. RoLUNS. OK. 

Mr. Rose. Any other comments or questions by members of the 
subcommittee? AH right, thank you very much. 

Dr. Sidney Reagan, general counsel, Southwestern Peanut Shell- 
ers Association, Dallas, TX. 

STATEMENT OF SYDNEY C. REAGAN, GENERAL COUNSEL, 
SOUTHWESTERN PEANUT SHELLERS ASSOCIATION 

Mr. Reagan. Reagan, but shall we say no relationship. The simi- 
larity ends with the name. I am Sydney Reagan, general counsel 
for the Southwestern Peanut Shellers Association. Our members 
appreciate the opportunity today to present the views of our group 
on the upcoming peanut legislation. We deeply appreciate you gen- 
tlemen and ladies coming to Texas to hear what peanut growers 
and peanut shellers have to say right on our own home grounds. 

We know how valuable your time is and we doubly appreciate 
the way you are giving it to us. The Southwestern Peanut Shellers 
Association includes the peanut shellers in Texas, Oklahoma, and 
New Mexico. Our members buy peanuts in their farmers stock con- 
dition from growers, they clean them, they dry them, they store 
them, they shell them, they size and grade them and then they sell 
them to manufacturers of peanut products. In addition, our mem- 
bers assist the Department of Agriculture in carrying out the 
Peanut Price Support Program by handling loans and making stor- 
age facilities available on loan peanuts. 

In addition, without charge to the peanut growers our members 
handle the collection from farmers for the growers Political Action 
Committee and the Texas Peanut Producers Board. Most of our 
members are small businessmen. All of their facilities are in small 
towns in peanut producing areas. As my friend of longstanding, I 
no longer refer to old friends, they are always friends of longstand- 
ing. Bob Poage who was chairman of the House Agriculture Com- 
mittee for many years prior to the present chairman. 

Bob Poage used to say very wisely, "if it ain't broke, don't fix it." 
And that goes for the peanut program. Our members believe that 
the present program should be continued. There has been some 
very positive results from the present program and I would like to 
enumerate a few of these very positive results. 

Program costs have been very dramatically reduced by putting in 
place a strict poundage quota. A series of annual reductions in the 
quota has reduced the supply of CCC stocks of quota peanuts to 
only a fraction of the pre-1978 level. Cost of the 1982 crop is report- 
ed by USDA to be approximately $4.4 million. The 1983 crop cost is 
expected to be about $5.5 million. 

Second, CCC's management and administrative burdens with re- 
spect to handling and disposition of CCC peanut stocks have been 
greatly reduced. Third, the two-price plan provides a vehicle for 
continuity of supply of peanuts for export, although it involves 
somewhat greater financial risks for growers and handlers. 
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Fourth, supply of peanuts to domestic consumers has continued 
in an orderly fashion except for the 1980 crop disaster due to wide- 
spread drought, and I would like to adlib a moment here about our 
manufacturers who are threatening to advertise. 

If they advertise against us, I hope they will tell the whole truth. 
And I hope they will tell how much of the price the consumer pays 
for a jar of peanut butter, how much of that cost goes to the 
farmer. And I would like for them to be honest in telling how 
much the price to the consumer would be reduced if the farmer 
gave his peanuts away. And I hope they will do that. 

I have dealt with the manufacturers over the many years and 
they simply are completely oblivious to the problems that peanut 
growers face. They have no concern for them and no regard for 
them. And frankly, couldn't care less. 

My fifth point, objections to the leasing of quotas have been satis- 
fied to a large degree by severe restrictions placed on quota leasing. 
Sixth, unlimited production by all producers is now permitted by 
virtue of the suspension of the acreage allotments, in other words, 
the two-price system. 

Our members do object, however, to the adjustments made in the 
method of determining cost of production. The cost of production, 
as now estimated by the Department, are entirely unrealistic and 
entirely too low. Furthermore, there should be an upward adjust- 
ment in the quota so that it approximates the domestic edible con- 
sumption and seed requirements. 

Our members are, of course, continuing to review our position on 
the new Peanut Price Support Program and may have further sug- 
gestions. Again, thanks for coming to Texas to hear directly from 
us. Thank you very much. 

Mr. Rose. Thank you. Dr. Reagan. We may have a few comments 
or questions from the panel. Mr. Roberts. 

Mr. Roberts. Yes. Thank you, Mr. Chairman. I would like to say 
for the benefit of Sid and the audience that I am here to listen and 
to learn. I am a former newspaperman from Wheat Country, veiy 
much interested in your two-tier pricing program here and how it 
works. 

I confess I don't know whether it would make much sense up in 
Wheat Country. But I was very interested in that comment made 
by one of the witnesses that farmers simply couldn't put their crop 
in the ground unless they knew what the cost of production was 
and what price was going to be down the road. 

We have been doing that for far too long. I whispered that to the 
chairman. And he says, "Well, you know, you folks must be might 
stupid to go along with something like that." Maybe that is the 
case. I don't know. Rest assured, my farmers, Sid, in my country, 
look upon the bakers about the same way you do the manufactur- 
ers of the candy and the peanut butter. The same thing is true in 
regard to the loaf of bread, as you are talking about peanuts. 

You made the statement here on point 3, The two-price plan pro- 
vides a vehicle for continuity of supply of peanuts for export, al- 
though it involves somewhat greater financial risks for growers 
and handlers. Most of the testimony has indicated strong support 
for the current program. And that seems to me to be a little bit at 
cross purposes to what people have been saying. 



Digitized by 



Google 



135 

I am a lay person in this whole program area. Could you explain 
your comment made in point 3? 

Mr. Reagan. Yes; I think this is a very valid point, that there is 
greater financial risk for both growers and handlers. With respect 
to the growers, the support price is set at an incredibly low level. 
That is so that there is no support floor there that is in any sense 
realistic. 

Furthermore, the shellers will contract with the growers for 
these peanuts for delivery as additional peanuts, known as contract 
peanuts. Often times, the sheller has not yet sold these peanuts 
into the world market and we are selling our additional peanuts 
into a highly volatile world market. The U.S. portion of the world 
market is relatively small so that what happens in other countries, 
Africa, for example, can tremendously affect what our shellers are 
able to sell these additional peanuts into the world market. 

Even though our shellers may have sold in advance these addi- 
tional peanuts into the world market, if the world market price 
breaks, often times our shellers have a difficult time enforcing 
those contracts. So that is what I mean when I say that there is 
financial instability and uncertainty there. I think there are ad- 
vantages as well as disadvantages to the additional peanut pro- 
gram. But it is not an unmixed blessing. 

Mr. Roberts. I thank you for your comments. I would only add to 
what the chairman has pointed out. You mention the former chair- 
man of the Agricuture Committee, Bob Poage from Texas, who also 
was very fond of saying when we got to a farm bill that it wouldn't 
be the best possible bill, but best bill possible. 

I would expect, unless I hear otherwise, that when we are debat- 
ing the 1985 farm bill we will have forces in the Congress, as the 
chairman has indicated, pushing to simply get rid of the peanut 
program. As far as that is concerned in terms of all Government 
supply management programs, I know you are upset with your sup- 
port price. I would simply point out that the wheat grower has had 
to take a freeze in their target price for the next 2 years in order to 
get an acceptable program. 

And I know the corn producer is not happy, either. Instead of a 
COLA we do have a feeling in the Congress it is time to take an 
Alka-Seltzer, if you will pardon that pun, that we have had cost of 
living adjustments that have been mandated. I can foresee some 
real pressure there. So we have some problems. 

On the cost of production side of it, Mr. Chairman, you might 
recall that we do have a farmer cost of production board that is 
working with that figure. I don't know if you have any growers on 
that board, but certainly, we need that cost of production board. 

I thank you for answering the question, sir. Thank you very 
much. 

Mr. Rose. Thank you. Any other questions or comments from the 
members? If not, thank you. Dr. Reagan. 

Mr. Reagan. Thank you all very much. 

Mr. Rose. Our next witness is Mr. Jerry Mann, peanut farmer 
from Frio County Peanut Growers Association, Bigfoot, TX. 
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STATEMENT OF JERRY E. MANN, PEANUT FARMER, FRIO COUNTY 
PEANUT GROWERS ASSOCIATION 

Mr. Mann. Chairman Rose, honorable Congressmen, ladies, and 
gentlemen, for 2 years in a row, 1982 and 1983, Frio County was 
the top peanut-producing county in the State of Texas. In both 
years peanuts represented about one-fifth or 20 percent of the tot€d 
agricultural cash receipts for our county. This year because of 
dreadfully adverse growing conditions the percentage will be even 
higher. This makes the production of peanuts the No. 1 resource in 
our county and when combined with our neighboring counties of 
Atascosa and Wilson, it makes this entire area economically linked 
to the status of the peanut program. 

In 1982 total cash receipts for all crops grown were over $30 mil- 
lion and when livestock and associated products were added that 
figure climbed to over $55 million. That represents a substantial 
emphasis on agriculture in our county. The figures for 1983 of ap- 
proximately $58 million only show again the dependency on agri- 
culture our local economy faces. 

Throughout the years as peanut production increased and sur- 
passed the industries needs, it became apparent the peanut pro- 
gram was costing the Federal Government a lot of money. Fearful 
that the peanut program was in jeopardy, farmers negotiated a 
plan with the Department of Agriculture. Since the major reason 
for the costs of the program revolved around an overabundance of 
supply, the peanut farmers agreed to decrease production, thus en- 
abling the Federal Government to decrease its costs surrounding 
the program. 

The supply management system was then established which al- 
lowed for quota support peanuts and additional contract peanuts 
which would provide an ample supply for two markets. The quota 
peanuts would provide the American public with a good quality 
product and the additionals could be sold for export. This program 
today gives both the farmer and the — with added regard for the re- 
alistic costs of production — Federal Government a viable S3rstem 
with which to meet the supply and demand for the American 
people. 

We as farmers in Frio County realize that we are not alone. We 
are an integral part of our community, our State, and our country. 
The growth and success of that peanut crop behind my house well 
create dollars not only in my pocket, but in those of my friends and 
neighbors as well. It is imperative for me to plan will and to do so I 
need your help. I need to feel some degree of security that agricul- 
tural programs are passed enough in advance to allow time for me 
to plan accordingly. This is sound economic advice which we as 
farmers ask you to help us achieve. We can deal with economic in- 
stability if we are given the tools with which to work such as 
stable, well-run programs. Programs which are here today and 
gone tomorrow cost all of us far too much. 

Last year there were 99 operators who farmed 16,485 acres of 
peanuts. Our average yield was 2,898 pounds or 96.6 bushels per 
acre. This represented 47,774,000 pounds of peanuts produced from 
quota and additional contracts in Frio County. These pounds 
brought in over $11 million. 
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When we want to look at the effect agriculture plays in our 
county, 1984 will be the year for textbook research. The weather, a 
factor difficult to deal with and impossible to remove from fact 
sheets has graphically demonstrated our county's dependence on 
agriculture for its existence. The drought this year made it impossi- 
ble to plant and harvest and dryland crops with positive economic 
results. Thousands of acres were left idle in the spring and in des- 
peration only those under irrigation were planted for fall harvest. 

Historically, our county plants the bulk of its peanut acreage in 
the spring; this year estimates are that only about 35 percent of 
the crop was planted early with the rest hoping for better condi- 
tions this fall. 

Since over 25 percent of the population of our country is directly 
involved in agriculture, the loss of these early crops sales can al- 
ready be widely felt. Remember that the dollar receipts received, 
say from a peanut crop for example, generate income not only for 
the farmer and others involved in agriculture, but also for many 
others throughout the area. This is csdled the multiplier effect and 
is figured for our county to be five to eight times the gross cash 
receipts. This alone represents good cause to keep quota peanuts 
within county lines as transferring would only further deplete or at 
best disrupt a county's livelihood and well-being. 

Because peanuts have become a costly crop to produce we find it 
imperative to retain the peanut program. Costs within our county 
average 720.55 per acre, which is based on the 1983 county jdeld. 
This means in an average year, we work for 2 cents a pound profit. 
I have attached in the back a budget with projected costs for grow- 
ing peanuts in our country. This budget reflects 14-acre inches of 
water to produce peanuts in Frio County, but this year, due to the 
drought, way over 20 inches were required to produce this crop. 
And also this budget is based on a 90-percent quota and 10 percent 
additional peanut crop. 

The additionals I would like to mention are only planted to cover 
the quota as an insurance of possible jdeld reduction. We want 
some kind of guaranty that we are going to cover all our quota. 
And this is the particular reason most of the farmers in that 
county plant this way. And, gentlemen, the peanut farmer in Frio 
County would like to continue its efforts in supporting the area's 
economy. Thank you. 

[The attachment follows:] 
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Mr. Rose. Mr. Mann, thank you. 

Questions from the panel? Let me ask you something. On your 
last page, and I am not proposing this, but I have heard it out. And 
let me get your reaction to it. 

In your last page you say our county plants the bulk of its 
peanut acreage in the spring. This year estimates only about 35 
percent of the crop was planted early, with the rest hoping for 
better conditions in the fall. Since over 25 percent of the popula- 
tion is directly involved in agriculture, the loss of these early crop 
sales can already be felt widely. 

Then at the end of that paragraph you talk about the multiplier 
effect. Then you said, this alone represents good cause to keep 
quota peanuts within county lines as transferring would only fur- 
ther deplete or at best disrupt the county's livelihood and well- 
being. 

Now couldn't you make an argument that if only 35 percent of 
the crop was planted in the early spring, that you had obviously- 
well, I don't know how many more ever got planted. In other 
words, are you going to have a 50-percent quota not planted this 
year in this country? 

Mr. Mann. No, sir. Basically, the bulk of the peanuts grown in 
Frio County are under irrigation. A very, very small amount are 
planted as dry land. 

Mr. Rose. All right. But you say here that only about 35 percent 
of the crop was planted in early spring. Was the rest planted later? 

Mr. Mann. Yes, sir, it certainly was. The reason everjrthing was 
planted later than normal, we had such a severe drought in our 
area that everyone that normally planted early peanuts was 
hoping that it would rain and decrease the cost of production of 
peanuts. And, of course, it didn't happen. And the later bulk of the 
crop is facing this dread fact anyway that we are — the water is 
costing so awful lot to put it on there. 

Mr. Rose. How would you feel about leasing and transferring 
peanut allotments across county lines on a year-by-year basis in a 
drought situation like that? Would you be for that or against that? 

Mr. Mann. I would be against it because of one reason. Whether 
the farmers agree to it totally or not, we are linked to our local 
economy. If we pull out, we are leaving our neighbors and friends 
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holding the bag. They are not going to take too kindly to that and I 
really can't blame them. 

They have spent a lot of money setting up their business for the 
peanut farmers. We just don't see how it is fair that we should just 
go ahead and move out and leave them just sitting there without 
an3i;hing. 

Mr. Rose. Any other comments or questions? 

Good statement. Thank you, Mr. Mann. 

Our next witness is Laveme Johnson, president, Oklahoma 
Peanut Growers Associaton, from Fort Cobb, OK. We are glad to 
have you way down here in south Texas. 

STATEMENT OF LAVERNE JOHNSON, PRESIDENT, OKLAHOMA 
PEANUT GROWERS ASSOCIATION 

Mr. Johnson. Thank you, sir. 

Mr. Chairman, and members of the subcommittee, I am Laveme 
Johnson, a peanut grower from Fort Cobb, OK and currently serv- 
ing as president of the Oklahoma Peanut Growers Association. 

Our members feel that continuation of the peanut program is 
both desirable and essential if we are to continue to provide an 
ample supply of reasonably priced peanuts to consumers. 

Peanuts are a potent economic factor in the agricultural econo- 
my of Oklahoma. In my home county and generally throughout the 
State our agricultural production is varied. We can produce hay, 
grain and other crops, but none of these has been as dependable 
economically for the grower and the community as peanuts. The 
basic makeup of the peanut program provides a good measure of 
predictability, a factor that is absent from other farm programs. 

I am not saying that there are high price guarantees for peanuts 
because that is not the case. In terms of dollars, peanut producers 
are receiving less, some 20 percent less, than would be the case if 
we were still under the program that existed until 1978. 

I also am not talking about an unlimited quota production ar- 
rangement, since our quota has been reduced about 50 percent 
since 1977. Both the quota support price and the national poundage 
quota must be increased in the 1985 farm bill. The point I am 
making, however, is that even under today's modest price and 
quota provisions, the peanut program, because of its sound struc- 
ture, still provides a degree of stability that has to be a part of any 
successful peanut program. 

We are sure that the members of the subcommittee here today 
understand that peanuts are a so-called specialty crop and as sucn 
cannot be considered as fitting in the mold of farm programs for 
other commodities. For example, peanuts are a semiperishable 
commodity which cannot be carried beyond a few months outside 
of cold storage. 

For whatever reason, the Secretary of Agricultrue and other 
high USDA officials have on a number of occasions this year made 
a comparison of peanuts and soybeans. 

There are several facts that need to be entered in the record 
which the Department has never acknowledged that demonstrate 
beyond any reasonable doubt that you cannot place soybeans and 
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peanuts into the same mold at any level — production, marketing, 
or for export. 

Fact No. 1: Proponents who were successful in eliminating 
peanut acreage allotments in the 1981 farm bill thereby allowing 
expanded peanut acreage for the export market, convinced most 
congressman that this would free up peanuts and allow peanuts to 
expand like soybeans. It should be noted for the record that there 
has occurred no substantial expansion of peanut acreage since the 
lifting of controls. 

On the contrary, the acreage planted to peanuts in the United 
States actually declined during the first 2 years of the 1981 farm 
bill. There was an increase in 1984 plantings, but almost totally by 
traditional growers and triggered by sharply increased prices for 
contracted additional peanuts. This fact presents strong evidence 
that peanuts and soybeans cannot logically be compared. 

Fact No. 2: The U.S. Midwest Soybean Belt cannot substitute 
peanuts as a crop alternative and likewise peanuts in its three tra- 
ditional production areas cannot substitute soybeans for peanuts 
and sucessfully compete economically with soybean producers in 
the Midwest. Peanuts are not adapted geographically to as wide an 
area in the United States as soybeans. 

Hence, it is unrealistic and without factual basis for opponents of 
the peanut program to simplistically explain that soybeans are 
where they are today because of a free market policy and peanuts 
are where they are today because of acreage restrictions. 

Fact No. 3: Peanuts are primarily a high quality food crop and 
secondarily an oil crop whereas soybeans are primarily a high 
quality feed crop and secondarily a food crop. This basic difference 
in crop use again makes any attempt to compare the two crops for 
domestic or export market potential a completely erroneous play 
on words. 

Fact No. 4: Peanuts are a nonfungible commodity and soybeans 
are not. If U.S. peanut growers could store peanuts in storage fa- 
cilities for 2 years awaiting a higher price cycle, then a comparison 
of the two commodities on marketing alone might be possible. But 
as already noted, peanuts cannot be carried for any extended 
period outside of cold storage. 

In summary, peanuts are a high cost, high risk crop that must be 
marketed in an orderly fashion to meet rigid edible quality require- 
ments. A contiuing supply of top quality peanuts is responsible for 
the United States being the No. 1 supplier of edible peanuts in the 
world market. Soybeans are a relatively low cost, low risk produc- 
tion commodity whose markets have grown dramatically because of 
its adaptability to a wide range of animal feed uses. The two com- 
modities bear little resemblance either in production techniques, 
price or markets. 

In conclusion, we believe the basic concepts of the present peanut 
program must be retained, but strengthened in the new farm bill 
as we continue our record of negligible cost to the taxpayer. Thank 
you, sir. 

Mr. Rose. Mr. Johnson, that was a very good statement and we 
appreciate your taking the time to make that comparison for us. 
That is very helpful. 

Any comments or questions by members of the panel? 
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The Chairman. Mr. Chairman? 

Mr. Rose. Mr. de la Garza. 

The Chairman. 1 just want to mention to Mr. Johnson that our 
colleague and member of the committee, Glenn English of Oklaho- 
ma, was coming to be with us this morning. Unfortunately, he had 
a commitment, I think, in Arizona and was flying back to Washing- 
ton to then come back this morning. 

For the information of all of you, most of us travel over the 
weekends for commitments either to the committee or to our dis- 
tricts. Saturday I was in Lubbock, TX, with the cotton ginners and 
went back to Washington and then came back yesterday. But I 
mention this as Congressman English was in Arizona, went back to 
Washington to be with his family yesterday; was flying in this 
morning. 

He called in. He is grounded in Atlanta. They are having bad 
weather there and he couldn't get in. So he was coming. I think 
specifically because you were going to be here, but I wanted you to 
know that he is with us, but he is sitting at the airport in Atlanta. 

Mr. Johnson. Thank you. 

Mr. Rose. Any other comments? 

Mr. Tommy Butler, Steering Committee, National Peanut Grow- 
ers Group, member, board of directors, Texas Peanut Growers As- 
sociation, DeLeon, TX, is our next witness. 

STATEMENT OF TOMMY L. BUTLER, MEMBER, STEERING COM- 
MITTEE, NATIONAL PEANUT GROWERS GROUP; MEMBER, 
BOARD OF DIRECTORS, TEXAS PEANUT GROWERS ASSOCIA- 
TION 

Mr. Butler. Mr. Chairman, I am Tommy Butler, a peanut pro- 
ducer from Comanche County, TX. I am a member of the Steering 
Committee of the National Peanut Growers Group, and a member 
of the board of the Texas Peanut Growers Association. 

Continuation of the present peanut program concept is solidly 
supported by our members. Our message to you today is that the 
peanut program works. While the program is certainly not perfect, 
it has had a stabilizing influence on each State, county, communi- 
ty, and family farm involved in peanut production. The peanut pro- 
gram has maintained farm prices and income at higher levels than 
would have prevailed without the program. At the same time the 
industry has provided a continuous supply of reasonably priced 
peanuts to both the domestic and export markets. 

The present two-price program, enacted in 1977 and continued in 
the 1981 act, with a sharp reduction in quota production has sub- 
stantially lowered program cost but has at the same time provided 
flexibility for the production of additional peanuts to supply export 
markets. We are pleased to have regained the No. 1 position among 
nations supplying the world market with edible peanuts. Under 
provisions of the program shellers can forward contract for the pro- 
duction of such peanuts to be exported. At the same time the basic 
elements of orderly marketing of the crop with effective quality 
control are retained. 

Positive results of the 1977 and 1981 program amendments: pro- 
gram cost has been dramatically reduced by putting in place a 
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strict poundage quota. A series of annual reductions in the quota 
has reduced the supply of CCC stocks of quota peanuts to only a 
fraction of the pre-1978 level. Cost of the 1982 crop is reported by 
USDA to be $4.2 million. The 1983 crop cost is expected to be essen- 
tially unchanged. 

Two, as surplus stocks have been removed, the management and 
administrative duties of the Commodity Credit Corporation have 
been grossly reduced. 

Three, the two-price plan provides a vehicle for providing a conti- 
nuity of supply of peanuts for export, although it involves some- 
what greater financial risks for growers and handlers. 

Four, supply of peanuts to domestic consumers has continued in 
an orderly fashion except for the 1980 crop disaster. 

Five, objections to high quota leases have been satisfied to a 
large degree by severe restrictions placed on quota leasing and, six, 
unlimited production by all producers is now permitted by virtue of 
acreage allotment suspension. 

In summary, the framework of the present program provides the 
capacity for an adequate supply of peanuts at reasonable prices, 
provides an effective vehicle by which the grower can best market 
his peanuts, provides a means by which supply and demand can be 
balanced, provides flexibility for production of peanuts for export 
markets for the more efficient growers and provides a reasonable 
basis for financing the production and processing of the crop, all at 
negligible cost to taxpayers. We believe the basic framework for 
the current program should be continued in the new farm bill. 

We look forward to working with your committee in pursuance 
of improved agricultural programs during future deliberations on 
the 1985 farm bill. We appreciate the opportunity given us to make 
this statement a part of the hearing record today. 

Mr. Rose. Mr. Butler, thank you very much. You know, you are 
preaching to the choir here, because we agree with everything you 
say. But imagine you sitting in front of a TV set about February 
1985. You have just had a good meal and you are settling down get- 
ting ready to watch a good TV program and a TV commercial 
comes on. It is a little boy sitting in his house in Toronto, Canada, 
eating a peanut butter sandwich. 

And the message comes on the screen, "This peanut butter was 
made from additional peanuts grown in the United States of Amer- 
ica, processed in Canada at one-half the cost of the peanut butter 
that is sold in the grocery stores in America.** Well, you drop you 
drink on the floor and you get on the floor and call one of your 
people and you say, "What in Lord's name is going on? They are 
trying to kill the peanut program.** 

Now that is what we may face in 1985. What do we tell our New 
York, California, Chicago, and Miami, FL, buddies who don*t really 
care about anjrthing except cheaper food prices for their people? 
You can make peanut butter out of about anything; you know 
that? And these people that are making it don*t care what they 
make it out of. 

Lobbyists from Kroger Stores told me that they were going to 
make an all out effort to put the peanut program in as a loan pro- 
gram and that they could show the American consumer that when 
the price of the peanut goes up, the price of peanut butter goes up. 
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And if they can get peanuts cheaper they bring the cost of peanut 
butter down. 

They would hke to use peanut butter as a lost leader in their 
store. Dr. Reagan said it right when he said they don't care about 
the peanut farmer. I mean, they don't love peanut growers like 
shellers do, you understand. [Laughter.] 

And what are we going to say? If you don't have an answer now, 
put your thinking cap on and you all help us. Because next year we 
are going to face this. And I don't want you to think we let you 
down. We are worried now and we want some advice and we want 
some good 

Mr. Butler. When the price was extremely high and peanut 
butter went up, how much has it come down now, since the price 
has come back down on the peanuts? 

Mr. Rose. I hear you. We better have many counter ads that 
point out the whole facts. I thank you. Thank you, Mr. Butler. 

Mr. Mitchell Harris, senior vice president, Stephenville, Produc- 
tion Credit Association, Stephenville, TX. 

STATEMENT OF T. MITCHELL HARRIS, SENIOR VICE PRESIDENT, 
STEPHENVILLE PRODUCTION CREDIT ASSOCIATION 

Mr. Harris. Mr. Chairman and distinguished members of this 
subcommittee, I am Mitchell Harris, senior vice president of the 
Stephenville Production Credit Association in Stephenville, TX. 

I want to commend the efforts of Subcommittee Chairman Rose, 
House Committee Chairman de la Garza, and other honored states- 
men that are making every effort to ensure a sound, consistent 
farm policy that will ensure a financially sound agriculture sector, 
as well as provide the consumer with a quality product reasonably 
priced. 

Our cooperative makes short and intermediate term loans to ag- 
ricultural producers in a 10 county area from Comanche County on 
the west to Tarrant County, Fort Worth, on the east. Until an ad- 
verse weather pattern developed Comanche County was the largest 
peanut producing county in Texas. We also finance Eastland Erath, 
and Hood Counties which produce a significant amount of pecuiuts. 

The peanut program affords the more efficient peanut farmers 
that we finance the opportunity to generate a positive return on 
their investment under normal conditions. Unfortunately, ex- 
tremes in weather conditions, and rising cost of operations have 
created an adverse affect on a large number of farmers' financial 
position. 

An example of the general weather pattern in the area would be 
Erath County in my estimation. At the research and experiment 
center in Stephenville, TX, the total rainfall for the last 4 years 
has been reported to be 68 inches or 53 percent of normal. The av- 
erage for the same period should have been 128 inches. As a gener- 
al rule, the farmers with the higher owner equity positions have 
done well to break even and feed their families; while the more 
highly leveraged farmers have sustained varjdng degrees of adver- 
sity. 

Without the system of supply management in place as afforded 
by the peanut program, the potential for profits to service debts 
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and for financial solvency on farms would be adversely affected. 
Without the stability afforded by the present peanut program, 
credit restraints would be necessary. It is likely that these credit 
restraints would have to be severe. 

The information provided to me by the Federal Intermediate 
Credit Bank of Texas would indicate that the credit quality in 
Texas has deteriorated significantly over the past 4 years. As of De- 
cember 31, 1983, the credit quality trend of loans classified report 
of the Federal Intermediate Credit Bank of Texas reflects a decline 
in acceptable business from 89.4 percent in 1979 to 73.3 percent in 
1983 or a 16.1 percent decrease in acceptable business. 

The net charge-offs were $16.6 million. The average volume re- 
viewed was approximately $816 million and the average losses for 
the period were approximately one-half of 1 percent, or $4.1 mil- 
lion. While these figures are substantial, I understand that the 
trend nationwide in the farm credit system would indicate even a 
more negative trend. However, I do not have the information to 
support this trend. I have been assured that the Federal Intermedi- 
ate Credit Bank would be more than willing to provide this infor- 
mation. 

The information provided to me by the Farmers Home Adminis- 
tration indicated a more serious deterioration as it applied to delin- 
quencies ^in Texas over the last 10 years. Mr. R.C. Hopper of the 
district director's office in Fort Worth, TX, provided an estimate 
that the delinquencies in Texas have increased over 25 percent in 
the last 10 years to a level of 51 percent. 

We at Stephenville Production Credit Association are not just 
concerned about the financial condition of the peanut farmer. 
Given the overall deteriorating financial condition of the agricul- 
ture sector and the scope of its influence on the Nation's economy, 
we would encourage a marketing system of some form that would 
be as cost effective as the present supply management based 
peanut program and offer the opportunity for the more efficient op- 
erators in the other commodity groups to generate reasonable prof- 
its to keep the Nation's economy strong. If the present trends con- 
tinue as we view them, a near catastrophic situation could culmi- 
nate in the agriculture sector in the not to distant future. 

Our farmers and the economy they support desperately need this 
cost effective peanut program. They need a return on their invest- 
ment that will allow them a potential for enough profit to qualifv 
for constructive credit and assure them a potential for enough 
profit to provide for their families and service their debts in a 
manner that is acceptable to the lenders. 

For the last 5 of the 12 years, I have financed agricultural oper- 
ations, I have watched high input cost and high interest rates, to- 
gether with low commodity prices erode the operators' borrowing 
power and his purchasing power to a critically low level. Future 
cost/price squeezes will be difficult for borrowers to handle and 
maintain their dignity, much less their financial position. 

As a lending institution whose sole business interest lies in ex- 
tending constructive credit and related services to agriculture, we 
urge your support in continuing the peanut program with its basic 
marketing quota and price support structure. Thank you. 

Mr. Rose. Thank you, Mr. Harris. Let me ask you something. 
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think that could really help on the paperwork problem? It is a real 
problem in Kansas. 

Mr. Harris. At some times there is a delay. One of our problems 
is — our local supervisors in our area are very cooperative. One of 
the problems that we see is, one of the size limits that is involved— 
and I know this seems excessive, but the size limit is approximately 
$400,000. 

Mr. Roberts. Yes. 

Mr. Harris. Many of the people that are actively engaged in ag- 
riculture that have an economic unit large enough to sustain itself 
over an extended period of time under the current environment, 
cannot— a guarantee of $400,000 on a $650,000 or $700,000 loan, we 
can't afford to charge off 350 to utilize it. 

I know that is not in all cases, but that is one problem that we 
have seen. Most family-size farms we finance use short-term, 
maybe, are using in the range of a quarter million or more. That 
guarantee sometimes offers some limitations as to size. However, as 
a normal rule, I think I would restate my position that Stephen- 
ville Production Credit Association's position, that availability of 
credit is really not that big of a problem, not that there is not a 
very critical situation in agriculture. But without sustained profits 
over an extended period of time, and a way for people to keep their 
businesses healthy through servicing debts, renewing loans year 
after year and compounding operating losses, if we do it long 
enough, we are not going to be offering constructive credit. 

We are going to be farming up some very special people's assets. 

Mr. Roberts. You are answering the questions very well. You 
are singing out of the same hjrmn book and same pew as our people 
in Kansas. I thank the gentleman from South Carolina. 

Mr. Rose. Any other questions? Thank you. 

Mr. Harris. Thank you. 

Mr. Rose. Mr. Charles Freeman, farmer from Wilson County 
Peanut Growers Association, Pleasanton, TX. 

STATEMENT OF CHARLES H. FREEMAN, PEANUT FARMER, 
WILSON COUNTY PEANUT GROWERS ASSOCIATION 

Mr. Freeman. My name is Charles Freeman, speaking for peanut 
producers in Wilson County. As most anybody can see, I have pro- 
duced peanuts for well over 30 years, but that is what it says here. 

I have given quite a lot of thought to our peanut program after 
the current law expires with the 1985 crop. And I've discussed the 
matter with a good many of my neighbors who have farmed pea- 
nuts most of their lives. 

Now, we don't have a lot of facts and figures here. You are prob- 
ably tired of facts and figures anyway. So what I am going to tell 
you is what the peanut producers in Wilson County feel and be- 
lieve. 

We are thoroughly convinced that the future peanut program 
must be patterned closely after the present program if we are to 
survive as family farm peanut growers. The peanut program which 
we have today works; 6 years of experience proves that point. We'd 
like to see more minor changes in the program but not in the basic 
structure of it. 
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grams. We on a local level have visited with our local supervisors. 
We are asking them to make some adjustments in trjdng to work 
out arrangements that would make that Farmer Home Guarantee 
a more viable guarantee. Yes, sir. 

Mr. Tallon. I suppose you wouldn't know any more about what 
the President or the administration proposed a week or so ago as 
far as farm credit than I do. But have you looked into the new pro- 
gram the administration is talking about? Have you had an oppor- 
tunity to look at it? 

Mr. Harris. We have contacted our local Farmers Home Admin- 
istation representative. At this time he doesn't have any informa- 
tion that you could tie your hands to, I guess you would say at this 
point. We are going to consider it, but I wouldn't know on a state- 
wide basis. 

Mr. Roberts. Will the gentleman yield on that point? 

Mr. Tallon. Certainly. 

Mr. Roberts. I thank my colleague for yielding. As you know, 
there is a 90-percent loan guarantee if the private lending institu- 
tions or farm credit bank would **write off 10 percent." There are 
some strict eligibility criteria in regard to who is going to be eligi- 
ble, but basically, if the guarantee works and makes the operation 
cash flow, that will be the eligibility requirement. 

With that kind of general information, do you think this new 
program is something you want to take a good hard look at? Or are 
you keeping your powder dry? I don't want to put words in your 
mouth. 

Mr. Harris. I would say, and I am going to try to speak for 
myself. It would be difficult for me to speak for the whole district. I 
would say that there is examples to where we would consider it in 
cases where we felt the borrowers had a reasonable chance to suc- 
ceed, that it would be a viable alternative. 

However, as a normal rule, I am going to say 90 percent of the 
time it would not provide or afford the kind of protection that 
would be necessary in this present economic climate, simply be- 
cause of the lack of profitability over, say, a 4- to 5-year period of 
time. If we knew it was going to be over with next year, yes, sir. 

Mr. Roberts. If my colleague would continue to yield, what you 
are telling me is that without any prospects for an increase on the 
farm income side, or restoring profit back to agriculture and with- 
out any prospects of these interest rates going down, you are still 
sitting on the sidelines and want to see what animal comes out of 
the chute? 

Mr. Harris. It would have a definite bearing on our projections, 
yes, sir. 

Mr. Roberts. Let me ask you one other question and I apologize 
to my colleague for taking his time. Part of that provision involves 
contracting out by the Farmers Home to the private lending insti- 
tutions. Do you think that that is a problem in this area and we 
probably ought to have a Farmers Home man here? I apologize for 
wandering into this field. 

Is that a problem in terms of getting Farmers Home off the fence 
and getting the producer some information as to whether or not he 
qualifies and if the money is in the pipeline, et cetera? Do you 
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think that could really help on the paperwork problem? It is a real 
problem in Kansas. 

Mr. Harris. At some times there is a delay. One of our problems 
is — our local supervisors in our area are very cooperative. One of 
the problems that we see is, one of the size limits that is involved— 
and I know this seems excessive, but the size limit is approximately 
$400,000. 

Mr. Roberts. Yes. 

Mr. Harris. Many of the people that are actively engaged in ag- 
riculture that have an economic unit large enough to sustain itself 
over an extended period of time under the current environment, 
cannot— a guarantee of $400,000 on a $650,000 or $700,000 loan, we 
can't afford to chaise off 350 to utilize it. 

I know that is not in all cases, but that is one problem that we 
have seen. Most familynsize farms we finance use short-term, 
maybe, are using in the range of a quarter million or more. That 
guarantee sometimes offers some limitations as to size. However, as 
a normal rule, I think I would restate my position that Stephen- 
ville Production Credit Association's position, that availability of 
credit is really not that big of a problem, not that there is not a 
very critical situation in agriculture. But without sustained profits 
over an extended period of time, and a way for people to keep their 
businesses healthy through servicing debts, renewing loans year 
after year and compounding operating losses, if we do it long 
enough, we are not going to be offering constructive credit. 

We are going to be farming up some very special people's assets. 

Mr. Roberts. You are answering the questions very well. You 
are singing out of the same hjrmn book and same pew as our' people 
in Kansas. I thank the gentleman from South Carolina. 

Mr. Rose. Any other questions? Thank you. 

Mr. Harris. Thank you. 

Mr. Rose. Mr. Charles Freeman, farmer from Wilson County 
Peanut Growers Association, Pleasanton, TX. 

STATEMENT OF CHARLES H. FREEMAN, PEANUT FARMER, 
WILSON COUNTY PEANUT GROWERS ASSOCIATION 

Mr. Freeman. My name is Charles Freeman, speaking for peanut 
producers in Wilson County. As most anybody can see, I have pro- 
duced peanuts for well over 30 years, but that is what it says here. 

I have given quite a lot of thought to our peanut program after 
the current law expires with the 1985 crop. And I've discussed the 
matter with a good many of my neighbors who have farmed pea- 
nuts most of their lives. 

Now, we don't have a lot of facts and figures here. You are prob- 
ably tired of facts and figures an3rway. So what I am going to tell 
you is what the peanut producers in Wilson County feel and be- 
lieve. 

We are thoroughly convinced that the future peanut program 
must be patterned closely after the present program if we are to 
survive as family farm peanut growers. The peanut program which 
we have today works; 6 years of experience proves that point. We'd 
like to see more minor changes in the program but not in the basic 
structure of it. 
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We want to continue the quota base but it should be increased as 
needed to keep up with domestic consumption. We've got to have 
price assurance at a level which will give us a chance to make a 
profit. Without that opportunity most of us cannot get financing to 
plant and produce the crop. A large percent of our growers must 
have financing to continue to operate. 

We think peanuts are best produced by family farmers, not by 
large corporations. We are convinced and we think past history 
proves that the family farmer has consistently produced an ade- 
quate, dependable supply of peanuts at the very lowest cost possi- 
ble. Continually rising costs make it more necessary however, that 
price levels at which we can market our crop be tied to such rising 
costs. We have absolutely no control over the most of these cost in- 
creases. 

We think supply management programs like our peanut program 
have proven to be good for consumers by assuring them a dependa- 
ble supply of food at reasonable prices and at practically no cost to 
the Government and taxpayers. 

Some growers produce peanuts for the export market when they 
can secure contracts that will yield a profit. We realize that the 
present two-price program allows opportunities for growers to uti- 
lize the export market and we certainly agree and urge that this 
opportunity should be contained in the new farm bill. There are 
some fine-tuning changes which should be made in this phase of 
the program. However, these can be considered when the details of 
the new law are being worked out. 

We strongly support the present peanut program and we know 
that our neighbors feel the same way. Thank you. 

Mr. Rose. Thank you. Mr. Stenholm. 

Mr. Stenholm. Mr. Freeman, you suggest, as others have today, 
the possibility of a needed increase in quota to keep up with domes- 
tic consumption. If the quota is increased, how would you propose 
that it be distributed? 

Mr. Freeman. On percentage of the past history base? 

Mr. Stenholm. On a quota, or production basis. 

Mr. Freeman. Production basis. 

Mr. Stenholm. Would you give any weight to an individual who 
has been producing nonquota peanuts? 

Mr. Freeman. No, sir. 

Mr. Stenholm. Only distributed to those who currently have 
quota? 

Mr. Freeman. Yes, sir. 

Mr. Roberts. That takes care of that. 

Mr. Stenholm. Thank you. 

Mr. Rose. Thank you, sir, very much. 

Mr. Rose. Mr. Roy Johnson, member of the State board of Texas 
Farm Bureau, Desdemona, TX. We will accept this Farm Bureau 
position paper on the next farm bill as part of the record and then 
let you tailor your comments to the peanut part of it. 
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STATEMENT OF ROY L. JOHNSON, STATE DIRECTOR AND 
SECRETARY-TREASURER. TEXAS FARM BUREAU 

Mr. Johnson. Thank you, Mr. Chairman. It is my pleasure to 
appear before the subcommitee at this field hearing. I am a peanut 
farmer. I serve as State director and secretary/treaurer for the 
Texas Farm Bureau, which is a general farm organization in Texas 
with over 313,000 family members in 216 organized counties in the 
State of Texas. 

As the chairman pointed out, I have placed with the committee a 
position paper regarding the 1985 farm bill. During my comments 
here this morning, I will highlight the peanut area and hold my 
comments to that subject only. 

I would like to quote from our policy, which is in the American 
Farm Bureau Federation Policy Book for the year 1984. The peanut 
program should be effectively managed. We support the efforts of 
growers and USDA to develop expanded export markets for pea- 
nuts. We recommend that the practice of combining peanut farms 
which have common ownership, but are located in adjoining coun- 
ties be allowed to continue. 

We recommend that allotments or quotas for peanuts not be 
transferred across county lines by sale or lease. This indicates our 
faith and support in the present peanut program. However, I would 
like to point out that we will have a State convention in November 
of this year and a national convention in January 1985. And these 
positions are subject to updating or changing during those conven- 
tions by our delegates from each of our counties. 

We thank you again for allowing us this privilege of appearing 
before the subcommittee. I would like to make one or two further 
general comments in that if we see the peanut program scrapped 
as has been pointed out time and again. We are going to see eco- 
nomic devastation in a lot of our small communities in the State of 
Texas not only in the farming populace, but in the business areas 
that are dependent upon these farms. 

Thank you again for allowing me to appear. 

[The Texas Farm Bureau position paper appears at the conclu- 
sion of the hearing.] 

Mr. Rose. Thank you, Mr. Johnson. Are you a peanut farmer? 

Mr. Johnson. Yes, sir, I am. 

Mr. Rose. What county? 

Mr. Johnson. Eastland County, TX. 

Mr. Rose. Eastland. That is about the fifth largest in the State, I 
believe. Is that about right? 

Mr. Johnson. That would be close. 

Mr. Rose. Your peanut position here is, "We support the efforts 
of growers and USDA to develop expanded export markets for pea- 
nuts,** which obviously means additionals. Is that right? 

Mr. Johnson. Under the present program it would have to. 

Mr. Rose. So you all recommend the growing of more additional 
peanuts? 

Mr. Johnson. I think not necessarily the growing of more. 

Mr. Rose. How are you going to have more market for exporting 
peanuts if you don't grow more additionals? The reason I bring 
that up, there are a lot of people that feel that the additional provi- 
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sions we put in the 1981 farm bill is leading us into some problems. 
And this looks like a pretty strong endorsement of growing addi- 
tionals. 

Is that what it was intended to be? 

Mr. Johnson. My comment or reaction to that is that we want to 
have the additionals that are grown exported, so that we keep 
them out of the — as much as possible, out of the buy-back position, 
competing with the domestic peanut. 

Mr. Rose. The problem that I see is that the companies that are 
buying peanuts domestically are international companies. They are 
buying them here at one price and they are at another one. And 
they are telling everybody about it and that that has started some 
problems. 

Nobody has said today anywhere that they would support restric- 
tion on additional peanuts. Did you all, in developing this policy, 
did you all think of any added restrictions that you wanted put on 
additional peanuts? 

Mr. Johnson. No, sir. 

Mr. Rose. Any other comments? 

Mr. Johnson. I just want to make it clear that this doesn't sup- 
port, because to propagate an extended amount of additional pea- 
nuts. 

Mr. Rose. I hear you. 

Mr. Johnson. It is wanting to export those that are there al- 
ready. 

Mr. Rose. I have got you. But you see what I am talking about? 

Mr. Johnson. I see your point. 

Mr. Rose. It could be misunderstood. 

Mr. Johnson. Yes, sir. 

Mr. Rose. Any comments or questions? Thank you very much, 
sir. 

Mr. Johnson. Thank you. 

Mr. Rose. Mr. E.G. Rogers, are you here? 

Mr. Rogers. Yes, sir. 

Mr. Rose. Are you a hungry tractor salesman? 

Mr. Rogers. Yes, sir, I am. 

Mr. Rose. That is what your statement says. I really never met 
one that wasn't hungry, but I want to hear from you. 

STATEMENT OF E.G. ROGERS, JR., SALESMAN, TUTTLE MOTOR GO. 

Mr. Rogers. Chairman de la Garza and Ghairman Rose, I assure 
you I am a hungry tractor salesman. I was told by the gentleman 
that said I might have an opportunity to speak today that I wasn't 
supposed to talk over 4 or 5 minutes. Being it is past my lunch 
time, we will try to keep it to that point. 

I come before you as a representative of the area farm equip- 
ment dealers and other agrelated businessmen. Sirs, these busi- 
nessmen have a vested interest in the peanut program as we know 
it today. We find in a review of our past few years of business, that 
over 80 percent of our business is done with farmers who farm pea- 
nuts. This makes us dependent upon the peanut farmer. 

The dealership that I work for is not the largest in the area. 
However he does employ some 17 workers who support 16 families. 
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This provides a strong portion of the economy for the community 
in which we reside. 

I am sure that you will agree that when you consider the farm 
equipment dealers, seed and fertilizer, irrigation, chemical trans- 
portation, drying, shelling and the field laborer, it would not be to 
say that the life of our communities depends on the peanut farmer 
who, sirs, is dependent on the support price for peanuts. The farm- 
ing indusry in this area, the very way of life of all these people is 
so greatly affected by this program, that it would not be unreason- 
able to say that you gentlemen hold in your hand the very means 
by which we feed our families, and, sirs, the means by which we 
may continue to feed them in the coming years. 

The cost of farming equipment has risen dramatically in the past 
10 years while the support price for peanuts has not kept pace. 
This means that each partner in the chain has had to absorb a por- 
tion of the increased costs while his profit margin has slowly 
slipped away. I have included an example of these increased costs. 

For brevity, I will say that if vou will look in 1973, the equip- 
ment used to farm peanuts on a mmily scale level would have cost 
an individual about $34,000. The same type of equipment pur- 
chased today would cost an individual over $134,000. 1 think we can 
all agree that the cost has dramatically increased. 

In closing, I would like to say that farming is a way of life. It is 
not an easily learned or simply taught trade, hard work and sound 
management are variables that we as good businessmen can con- 
trol. However, sirs, we need your help in providing us with a fair 
chance of marketing such an expensive commodity. 

And one added comment I didn't include here, you asked some 
gentlemen earlier if they had an opportunity while setting at home 
and watching that commerical on TV to make a comment to those 
people. 

I would like to say just one thing; that the man that bought the 
Toyota car that broke down, he has an alternative. He can drive 
something else. If your Swiss-made watch stops, you can guess at 
the time or you have another choice. When your Canadian peanut 
butter supplier runs out, you can eat something else. 

But when the American farmer goes broke, we are in a terrible 
shape. 

[The prepared statement of Mr. Rogers appears at the conclusion 
of the hearing.] 

Mr. Rose. Very good. I think you might have sold a tractor or 
two here today. 

That was very good and I am quite happy to close the hearing on 
that upbeat note. We have a statement for the record, Mr. Wayne 
Baker, president of the New Mexico Peanut Growers Association. I 
do not believe he is here, but we will take that for the record. 

[The prepared statement of Mr. Baker appears at the conclusion 
of the hearing.] 

Mr. Rose. Mr. Rogers, thank you very much. Mr. Chairman de la 
Garza, I want to turn the hearing back to you and thank you for 
letting us come to your district. We will come back again and do 
this whenever you want us to because this is not only a very large 
crowd for your peanut hearing, it has been a very friendly crowd. 
We have enjoyed the hospitality. Thank you. Mr. Chairman. 
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The Chairman. Thank you very much, Mr. Chairman. Let me 
say that traveling throughout the country, I have been proud of 
the testimony we have received. The statements today are some of 
the best that I have heard anywhere; very concise and to the point. 
And I commend you. 

We appreciate the witnesses adhering to the time constraints. 
Even so, you had your say and pointed out very succinctly and to 
the point the areas of concern for you. 

Mr. Rose. Thank you. 

The subcommittee will stand adjourned subject to the call of the 
Chair. Thank you very much. 

[Whereupon, at 12:30 p.m., the subcommittee was adjourned.] 

[Material submitted for inclusion in the record follows:] 
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TEXAS FARM BUREAU POSITION PAPER 
REGARDING 1985 FARM BILL 



SUBJECT - Long tern farm program legislation to succeed the Agri- 
culture and Food Act of 1981 



BACKGROUND STATEMENT 

The Texas Farm Bureau, the largest voluntary general farm 
organization in the state of Texas and the nation's largest state 
Farm Bureau, with a family membership of 313,568 in 216 organized 
county Farm Bureaus offers its views regarding a long term farm 
bill for the 1986 crop year and beyond. 

The 1985 Farm Bill is a priority concern for Texas Farm 
Bureau, work has been underid^y since early 1983 to ensure maxi- 
mum input to the legislative process on this matter by members of 
our organization. This past January, Texas Farm Bureau's voting 
delegates at the 65th Annual Meeting of the American Farm Bureau 
Federation worked long and hard to develop sound policy positions 
regarding farm programs. 

Farm Bureau supports a "market-oriented" farm program, which 
continues the target price system, establishes loan rates at 
%0orld-competitive levels, eliminates the farmer-held reserve and 
provides for a production control or supply reduction program 
that is automatically triggered when carryover stocks begin to 
reach price depressing levels. Elimination of the farmer-held 
reserve and emphasis on supply reduction programs are major new 
features of Farm Bureau's policy. 

FARM BUREAU POLICY 

"We support a farm prograun which will: 

"1) Maximize long-term opportunities for profit in 
agriculture; 

"2) Reduce existing incentives for overproduction at 
home and abroad; 

"3) Ensure price competitiveness for U.S. farm products 
in world markets; 

"4) Provide opportunities to reduce stocks through 
production adjustments and/or expanded demand; 
"5) Assure consumers of adequate supplies of efficient- 
ly produced products they wish to consume; 
"6) Cause a supply reduction program to be implemented 
when carryover exceeds workable levels; 
"7) Include the concept of target prices and loan 
levels; 

"8) Provide loan levels for all major export commodi- 
ties to facilitate orderly marketing and price competi- 
tiveness. These levels should be related to a 3-5 year 
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average domestic price. Loan levels should not 
provide incentives for production that exceeds demand 
in domestic and world markets. These levels should be 
adjusted annually by no more than 10 percent; 
■9) Recognize that all commodities are interrelated and 
any change in supply demand or price of one affects 
the others. Therefore, careful consideration should be 
given to the economic impact of a major change in one 
commodity's policy on other commodities before such 
policy is approved." 

This statement provides a broad basic guideline for future farm 
programs Bowever, there are a number of specific concepts that 
are addressed, 

PRICE SUPPORT L0AH5 

Price support loans for the major commodities should be esta- 
blished "to facilitate orderly marketing and price competitive- 
ness," and should *be related to a 3-5 year average domestic 
price." This recommendation exhibits our concern for the impor- 
tance of U.S. exports Since the doiuestic market is growing very 
little if at all, we must sell on the world market if U.S. far- 
mers are to prosper. 

There will be much debate in the coming months about where 
to set loan rates We must not get lost in arguing over nickels 
and dimes but focus on the issue of maintaining the right to 
produce and sell commodities for producers whose income and 
profit opportunities are largely dependent on the world market. 
We believe the price support loan concept remains a key farm 
program component for farmers to use as an orderly marketing 
tool. 

TARGET PRICE CONCEPT 

Farm Bureau supports continuation of the target price 
concept to assist producers to adjust to market variabilities , 
while at the same time ensuring price competitiveness on the 
world market for comnaoditiea through appropriately established 
price support loan rates In other words, the target price 
concept is the key provision which enables farmers to accept the 
establishment of competitive price support loans. 

The target price concept was enacted in 1973. The purposes 
for and levels of targets have been debated during each farm bill 
rewrite since that time We believe that in addition to economic 
assistance in the form of income support during depressed price 
periods, the target price concept provides an additional benefit. 
It provides incentive to the federal government to emphasize m^x^ 
keting and exports to avoid embargoes, to balance production 
needs and to generally enhance the agricultural economic climate 
so as to reduce budget exposure which otherwise result in the 
form of government payments to farmers. 

We continue to oppose payment limitations in any form on 
support programs, including target price deficiency payments. 
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Payment limitations cripple the effectiveness of production 
adjustment provisions and are unfair to a large number of pro- 
ducers « The result of limitations has been to severely retard 
proper implementatiofi of farm programs, as farmers with the lar- 
ger crop acreaaes are forced out of farm proaram participation. 
Thus, payment limitations are counter productive to effective 
farm programs. 

SUPPLY REDUCTION PROVISIQIIS 

Another key Drograjn provision addressed by our delegates 
emphasizes ttve need for an automatic voluntary acreage reduction 
program to be tntplemented for the wheats feed grain and cotton 
prograuns whenever carryovers exceed a percentage of world uti- 
lization or a specific volume of carryover. Based on recent 
experience, we strongly believe that an effective supply reduc- 
tion provision is necessary for any new farm bill. 

We believe suoply reduction provisions should be carefully 
drafted so that once carryover levels hit the legislated trigger 
levels, the Secretary of l^griculture would be mandated to enact 
an effective program to reduce production in the next crop year. 

Our policy calls for a trigger level when U.S. carryover 
exceeds 4% of world utilization for wheat and feed grains and 
a U.S. carryover of cotton at 3.5 million bales Producers 
should be encouraged (not mandated to participate in such re- 
duction programs through incentives adeg^iate enough to attract 
voluntary participation to limit production to levels which will 
reduce inventories and better meet estimated demand Incentives 
should consist of eligibility for target price and price support 
loan programs r diversion payments, soil conservation programs, 
Dayment- in-kind programs or a combination of these. 

The Texas Farm Bureau believes that this issue deserves 
prime consideration during this farm bill debate. It is the key 
component of an effective program to keep supply in line with 
demand and reduce or eliminate government payments to producers. 
Properly enacted, it will be the most cost-effective provision of 
the new law. 

FARMER-HELD RESERVE 

He favor elimination of the farmer-hold grain reserve. 
Rather than being the orderly marketing tool that it was original- 
ly intended or serving as an emergency food reserve, the famer- 
held grain reserve has become a major obstacle for returning 
wheat and feed grain producers to a profitable position In 
addition while livestock producers have been whipsawed by this 
farm program tool, grain farmers have learned the hard %iay that 
they cannot store their way out of the excess production problem 
and into prosperity. Neither sector has benefited from this — 
provision. 

Me believe that had the federal farmer-held reserve not been 
such a "handy" tool for propping up market prices in an attempt 
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to reduce budget outlays for target price deficiency payments, we 
%0ould have never accumulated the a%»esome wheat and feed grain 
stocks of the recent years. 

It has made producers remember lessons of the past which 
taught ua that surpluses cannot be locked into storage and away 
from market realities regardless of who owns the stocks. The 
market knows the grain is there and market prices have proven it 
since the reserve was created. 

The farmer-held reserve concept %iras enacted in 1977. In 
contrast p price-depressing surpluses were not only sold off 
during the early 1970'Sf but the federal government also sold the 
government -owned storage bins which held those surpluses. The 
result was a period of very brief improvement in the CS^ agri- 
culture economy. That improvement was short-lived, however, due 
to staggering inflation, the enactment of the farmer-held govern- 
ment-manipulated reserve and the resulting build-up of price de- 
pressing reserves. 

The best "reserve" that this nation continues to hold is the 
tremendous capacity to produce quality food and feed grains and 
other coimtK^dities in abundance due to our vast productive land 
areas moderrt technology and the capability and know-how of 
American farmers. This has been proven time and again in that 
the Dnited States has never experienced food shortages similar to 
that of some nations. Eliminate the reserve, and provide an air 
of positive economic opportunity for U.S. farmers and that trend 
will continue. 

We can no longer afford the farmer-held reserve, either as 
farmers or as a nation Wfe urge that the farmer-held reserve 
provisions be deleted in the 1985 Farm Act Producers with grain 
currently in the reserve should be allowed to follow through with 
the terras of existing agreements and contracts and that grain 
allo%»ed to filter back Into the market system as if the reserve 
%»ere to continue. Ho%»ever, no new stocks should be allo%»ed entry 
after the 1985 crop year 

OTHER COMMODITY PROVISIONS 

The following policy statements address a number of other 
key concerns to Texas farmers which will be a part of the new 
farm bill: 

RICE 

"The rice program should conform with overall Farm Bureau 
national farm policy. 

We oppose a rice reserve." 

SOYBEANS 

"We oppose acreage controls, marketing quotas and the 
establishment of a soybean reserve program." 
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raiTIONM. DMRY PROGRAM 

**W6 support a dairy price support program which will bring 
supplies down to demand levels. 

we favor a system yrtiere the price support level would be 
automatically adjusted according to the amount of net 
dairy products purchased by the federal government and 
oppose any assessment of producers by the federal 
government as a part of any future dairy legislation." 

SUGAR 

"Me support a program to protect the interests of domestic 
sugar producers and recommend that the 1985 farm bill 
should include a sugar title with provisions similar to 
the present program." 

SHEEP AND WOOL 

"Farm Bureau supports the continuation of a strong sheep, 
%#ool and mohair industry in the United States and recog- 
nizes the need for continued promotion." 

PEANUTS 

"The peanut program should be effectively administered. 
We support the efforts of growers and USDA to develop 
expanded export markets for peanuts." 

"We recommend that the practice of combining peanut farms 
which have a common ownership but are located in adjoining 
counties be allowed to continue. We recommend that allot- 
ments or quotas for peanuts not be transferred across 
county lines by sale or lease." 

joacgtitAiiEOus 

Farm Bureau policy states that all commodities and price 
BUpport programs are interrelated and that changes in one program 
should be iriade only after careful consideration of the impact on 
other commodity sectors The inclusion of this policy reflects 
the frustrations and concerns of producers who are adversely 
impacted by a particular farin program decision such as %»e have 
mentioned regarding livestock and grain producers and the 
farmer-held reserve provision as well as the dairy diversion 
program potential impact on the beef sector. 

We believe that farmers' concerns regarding conservation 
should be properly addressed by new farm prograon legislation. 
Specifically, we urge improvements in programs to provide 
economic incentives to divert acres into permanent soil con- 
serving use We believe in addition, that fragile lands should 
not be stimulated into production by artificial economic incen- 
tives. Ho%#ever, compliance with conservation programs should not 
be required as a condition of eligibility for farm program 
benefits. 
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Farmers do not operate in an economic vacuum. The United 
States agricultural economy is part of an overall ivorld economy. 
Farm Bureau members recognize the importance o£ remaining compe- 
titive in the world market. We believe that our policy sugges- 
tions lend well to active and aggressive participation in world 
markets. We encourage increased emphasis on agricultural trade 
and market development through additional funding for PL 480, CCC 
Revolving Fund, Ex-Im Bank Financing, export financing programs 
to combat subsidized competition from other exporting nations and 
by taking all necessary steps to ensure that there is never 
another selective embargo placed on U.S. farm commodities. 

Finally we urge that the Congress consider the 1985 Farm 
Bill in an expeditious manner. In 1981, the law %ias not signed 
until very late in December . Plans were mostly made by many 
producers in Texas at that point, especially those in the 
Southern part of the state who begin planting crops affected by 
farm prograuns in February. In some instances fertilizer was in 
the ground, planting seed i^as purchased and farmers were still 
guessing what the new farm law was to include. Texas Farm Bureau 
urges prompt action in 1985 so that all producers may benefit 
from knowledge of the new law. Farm Bureau policy calls for 
early program announcements, but USDA cannot make appropriate 
announcements if Congress fails to enact the law in a timely 
fashion. 

CONCLUSION 

Texas Farm Bureau's position regarding a long term farm bill 
in 1985 calls for modifications of existing provisions of the 
1981 law. Target prices and price support loans should be 
continued. Major modifications should be made in eliminating 
provisions for the farmer-held reserve and by establishing 
requirements for an effective supply reduction program in order 
to limit production and reduce inventories during excess 
supply -depressed price situations. 

We believe these suggestions are designed to bring U.S. 
agricultural producers into a profitable position once again. 
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Peanut-Hearing Held In 
Pleaaanton, Tixaa 



Host Honorable Sirei 

I come before you, as a representative of the area farm equlpnent dealers, and 
other Ag-related businessmen. Sirs, these businessmen have a vested Interest 
In the peanut program, as we know It today. We find In a review of our past few 
years of business, that over 80^ of our business Is done with farmers who farm 
peanuts, this makes us dependent upon the peanut farmer. 

The dealership that. I work for Is not the largest In the area, however does eaploy 
some seventeen (l?) workers who support sixteen (l6) families, this provides a 
strong portion of the economy for the community In which we reside. 

I*m sure that you will agree that when you consider the Farm Equipment dealers. 
Seed and fertilizer. Irrigation, Chemical, Transportation, Drying, Shelling and 
the field laborer. It would not be to say that the life of our communities depends 
on the peanut farmer, who sirs. Is dependent on the support price for peanuts. Tbe 
Farming Industry In this area, the very way of life, of all these people Is so 
greatly affected by this program, that It would not be unreasonable to say that 
you gentlemen hold In your hand the very means by which we feed our families, and 
sirs the means by whloh we may continue to feed them In the oomlng years. 

The cost of farming equipment has risen dramatically In the past ten years while 
the support price for peanuts has not kept pace, this means that each partner In 
the ohaln has had to absorb a portion of the Increased oosts while his profit 
margin has slowly slipped away. 

Sirs, an example of these Increased oosts Is listed belowt 

1963 EgmPMEaiT 1973 

$ 8,390.00 . Breaking Plow - $ 1,050.00 

$ 3,613.00 DLsc Beddsr t 82^.00 

$10,800.00 Planter $ 2,200.00 

$ ^,300.00 CulUvator $ 950.00 

$ 3,620.00 Sprayer $ 1,120.00 

$ ^,100.00 Digger $ 675.00 

$19,300.00 Combine $ 4,600.00 

$29,000.00 Truck $12,000.00 

$51.535 .00 Tractor $11.300.00 

$13^,558.00 to4,720.00 

In closing, I would like to say that farming Is a way of life. It Is not an 
easily learned or simply taught trade, hard work and sound management are variables 
that we as good business men can controll, however. Sirs we need your help in 
providing us with a fair ohanoe of marketing such an expensive Commodity. 

Please allow is to continue to live. 

A Hungry Tb»ctor Salesman 



1,^7^ 




B. C. BOGEEIS', JB.' 
Tuttle Motor Company 
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September 20, 1984 

To: Congressional Subcommittee on Peanuts 

Dear Sirs : 

Almost all commodities grown extensively throughout the 
nation are overproduced. This nation is blessed with a productive 
farm industry. This eUaility poises not only the obvious 
benefits, but also real problems to producers in marketing their 
products at a profitable level. Without a doubt, we can easily 
grow more pesmuts than can be marketed domestically at this time. 

We in New Mexico strongly defend and support the existing 
peanut program for the following reasons: 

This progreun provides a steUale supply of peanuts 
while maintaining excellent quality of peanuts and 
peanut products for this nation at a reasoneUale 
price. 

The program spreads the production of peanuts 
over three very different geographical areas, pro- 
viding insurance against weather disasters and the 
resulting shortages. 

The program gives the growers a price floor on 
the tonnage needed for the domestic edible markets. 
Yet, it is flexible enough to allow additional ton- 
nage to be grown for the export markets if they 
exist. 

If there is a domestic shortage, these 
additionals can be used for domestic needs at, or 
above, the support price, through the buy-back pro- 
vision. These benefits are availeUale with little 
exposure to the government. 

Certainly, some refinements and corrections need to be made 
in the existing program, however, we strongly believe the best 
course of action for the peanut producers and the consumer is the 
continuation of the progreun after 1985. 

Sincerely, 



Wayite Baker, President 

New Mexico Peauiut Growers Association 
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" STATEMDfT OF THE WATIOIIAL PEAWUT GROWERS CROOP 



Hr. ChalnMn and ■raters of th« Boum Agrlcalture Cnilttcg, I mm Jmamm 
Earl M6bl«y, OmlnMa of tlw 8t««ring Cniltf of tlw National Peanut Growers 
Group, a federation of 12 state and regional peanut grower organisations through- 
out the entire peanut belt. Meaber organizations are listed on the irrii Tiiif to 
this statenent. 

We believe that no group of agricultural producers has uorked harder or 
sacrificed sore in recent years to help bring about an acceptable prograa. 

Mr. Chairman, the peanut price support progran do«s uork! The peanut 
prograa has had a stabilizing influence on each state, county, coaaunity and 
faaily fans involved in peanut production. The peanut prograa has maintained 
farm prices and income at higher levels than would have prevailed without the 
prograa. 

The traditional program has provided a continuoiis supply of reasonably 
priced peanuts to the market while maintaining net returns to producers at 
satisfactory levels. However, due to increasing cost exposure by the Commodity 
Credit Corporation that resulted from the statutory minimum support rate of 75 
percent of parity and the minimum national acreage allotment of 1,610,000 acres, 
the program was legislatively amended in 1977 to deal with these two provisions 
as well as with other aspects of the law. In 1981 Congress enacted additional 
program modifications to assure a continuation of program cost reduction and to 
suspend acreage allotments in order to permit unlimited production of peanuts by 
all producers. 
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PRESENT PROGRAM 

1981 program anendments established a nlnlmun support level for quota , 
peanuts at 27. S cents per pound for the 1982 crop to be Increased up to 6 
percent per year in subsequent years as the cost of production increased. For 
the record, we vould like to point out that the Department of Agriculture 
changed its formula for determining cost of production in 1983 and the new 
formula grossly distorts cost items when comparisons for the 1982 and 1983 crops 
are attempted. We believe that the iswitch in peanut cost of production formats 
is not in keeping with the intent of the Congress in the Peanut Section of the 
Food and Agriculture Act of 1981. The 1981 law j^educed the national poundage 
quota from the 1,440,000 ton level of 1981 to l,2(i(ii0OO tons in 1982 and will 
reduce the level to 1,100,000 tons in 1985. A second ^j^^ change in the 1981 
law was the suspension of peanut acreage allotments thus enabling. anyone to 
produce peanuts. That development provided vastly increased potential for the 
production of "additional", or non-quota peanuts for the export market. / 

The production of such "additional" peanuts provides an avenue to insure 
a continuity of supply of U.S. peanuts in the export market. Such assurance is 
essential in continued expansion of export markets. The "additional" production 
also insures a backup supply for any shortage of domestic peanuts. The loan rate 
for "additional" peanuts approximates world crushing levels. However, the grower 
may share in Increased sales levels of such peanuts for either crushing or edible 
use through area-type pool arrangements operated by the area growers association 
in each of the nation's three major peanut producing areas. This provision In 
the law removes the cost exposure that USDA previously assumed in supporting 
production at the quota level from the enitre farm allotment. At the sane time 
leeway is provided for unlimited production of such "additional" peanuts. The 
implementation of this option by the grower in producing the "additional" peanuts 
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tenerally depends on his potential ultiaate return fro* such peaautB ratlMr 
then the loan level for ''additional'* peanuts. 

The present tvo-prlce prograa vlth a sharp reduction In quota produc- 
tion has substantially lowered prograa cost but has at tha •mm timm provided 
flexibility for the production of "additional" peanuts to supply axport aarkats. 
Under provisions of the program shellers can forward contract for tha production 
of such peanuts to be exported. At the sasM tlM the basic elcMnts of orderly 
marketing of the crop with effective quality control are retained. 

POSITIVE RESULTS OF THE 1977 AMD 1981 PROGRAM AHEMDMEHTS 

1. Program cost haa been dramatically reduced by putting In place a 
strict poundage quota. A series of annual reductions In the quota has reducad 
the supply of CCC stocks of quota peanuts to only a fraction of tha pre-1978 
level. Cost of the 1982 crop Is reported by USDA to be $4.2 million. The 1983 
crop cost Is expected to be even lower 

2. CCC's management and administrative burdens with respect to handling 
and disposition of CCC peanut stocks have been grossly reduced 

3. The two-price plan provides a vehicle for providing a continuity of 
supply of peanuts for export, although It Involves somewhat greater financial 
risks for growers and handlers 

4. Supply of peanuts to domestic consumers has continued In an orderly 
fashion except for the 1980 crop disaster 

5. Objections to high quota leases have been satisfied to a large degree 
by severe restrictions placed on quota leasing and 

6. Unlimited production by all producers Is now permitted by virtue of 
acreage allotment suspension. 
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PROGRAM IHPROVEMENT FOR 1985 

While the National Peanut Crovers Croup has not firmed up any specific 
reconendations for prograa i^>rovenent in the 1985 Farm Bill, ve are aware that 
the industry has pointed to the need for a mora realistic level in the national 
poundage quota and a need to bring about more stability in the contracting of' 
additional peanuts. We will address these subjects in some detail once ve have 
completed our study and discussion process. We, of course, will also be looking 
into all of the other program provisions and mechanics in our search for program 
improvements. 

PRESENT PROGRAM FRAMEWORK BEST 

In sunary, the framework of the present program provides the capacity for 
an adequate supply of peanuts at reasonable prices, provides an effective vehicle 
by which the grower can best market his peanuts, provides a means by which supply 
and demand can be balanced, provides flexibility for production of peanuts for ex- 
port markets for the more efficient growers and provides a reasonable basis for 
financing the production and processing of the crop - - all at neglible cost to 
taxpayers. We believe the basic framework for the current program should be con- 
tinued in the new farm bill. 

For the record it should be pointed out that the cost exposure of CCC has 
been reduced from 700,000 tons under the program prior to 1977 to an estimated 
53,000 tons under the present program in 1983, all of which are non-edible quality 
paanuts. The remainder of the more than 1.6 million tons of U.S. peanuts produced 
in 1983 are presently moving through domestic and export edible markets. 

Mr. Chairman, the members of the National Peanut Growers Croup look forward 
to working with your committee in pursuance of improved agricultural programs dur- 
ing futuri deliberations on the 1985 Farm Bill. We appreciate the opportunity 
given us to make this statement a part of the hearing record today. 



Digitized by 



Google 




166 









Ncve-rer 1-. :5£i 



.r.e r.cr.crar.e ^r.ar.es .^cse 
House cf Represer.iarives 
Rayb urr. 5uilcir.g. R=:. 113^ 
Washing ; cr. . DC 21515 

Dear Ccr.gr ess=;ar. Rcse 

Or. September 2-, 196- , ycu chaired ar. infernal hearing in 
Fleasar.tcr. . Texas or. the pear.ut prcgrazz. Ve would like very 
=uch tc have copies cf the testi=:or.y giver, at that hearing.' 

We represent the Texas peanut growers in the sane 
capacity as the North Carolina Peanut Growers Association 
represents North Carolina peanut farmers . 

We were not invited to attend the meeting in Pleasanton. 
y.r. Kerjieth Stephens and Mr. Harvey Schneider, who coordinated 
the meeting in Pleasanton, have both been Icnp tine opponents 
cf our grower funded prograzis cf prcccticn, research and 
tiarket development. They request refunds froc us each 
year for their Sl.CC per ton asses STtents . 

The Texas Peanut Producers 5card tees suppcrt and wants 
tc r-aintain a price supported supply-f.anarer.ent ~-yz>e peanut 
progran. The peanut growers in Texas, as ^.-cu are aware, are 
not united in their support cf certain previsions in the current 
progran. Even though we are prohibited by lav fron participating 
in political lobbying, it is our desire that the growers resolve 
their differences before peanut legislation is presented to 
Congress for debate. 

We appreciate the help you have given us in the past. If 
there is anv wav we can heir' vou hel:: us. "iilease let r.e know. 



Mary Wecb 
Executive Director 
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PROGRAM IMPROVEMENT FOR 1985 

While Che National Peanut Growers Croup has not firmed up any specific 
reconnendations for prograa improvement in the 1985 Farm Bill, we are aware that 
the industry has pointed to the need for a more realistic level in the national 
poundage quota and a need to bring about more stability in the contracting of 
additional peanuts. We will address these subjects in some detail once we have 
completed our study and discussion process. We, of course, will also be looking 
into all of the other program provisions and mechanics in our search for program 
improvements. 

PRESENT PROGRAM FRAMEWORK BEST 

In summary, the framework of the present program provides the capacity for 
an adequate supply of peanuts at reasonable prices, provides an effective vehicle 
by which the grower can best market his peanuts, provides a means by which supply 
and demand can be balanced, provides flexibility for production of peanuts for ex- 
port markets for the more efficient growers and provides a reasonable basis for 

financing the production and processing of the crop all at neglible cost to 

taxpayers. We believe the basic framework for the current program should be con- 
tinued in the new farm bill. 

For the record it should be pointed out that the cost exposure of CCC has 
been reduced from 700,000 tons under the program prior to 1977 to an estimated 
53,000 tons under the present program in 1983, all of which are non-edible quality 
peanuts. The remainder of the more than 1.6 million tons of U.S. peanuts produced 
in 1983 are presently moving through domestic and export edible markets. 

Mr. Chairman, the members of the National Peanut Growers Group look forward 
to working with your committee in pursuance of improved agricultural programs dur- 
ing future deliberations on the 1985 Farm Bill. We appreciate the opportunity 
given us to make this statement a part of the hearing record today. 
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LONG-TERM FARM POLICY TO SUCCEED THE 
AGRICULTURE AND FOOD ACT OF 1981 

(Cotton and Rice Programs) 



MONDAY, SEPTEMBER 24, 1984 

House of Representatives, 
Subcommittee on Cotton, Rice, and Sugar, 

Committee on Agriculture, 

Kennett, MO. 
The subcommittee met, pursuant to call, at 9 a.m., in the Ameri- 
can Legion Hall, Highway 412 East, Kennett, MO, Hon. Jerry 
Huckaby (chairman of the subcommittee), presiding. 
Present: Representative Emerson. 
Staff present: Brenda Hatton. 

OPENING STATEMENT OF HON. JERRY HUCKABY, A REPRE- 
SENTATIVE IN CONGRESS FROM THE STATE OF LOUISIANA 

Mr. Huckaby. Good morning. Tm Jerry Huckaby from Louisi- 
ana, rd like to welcome you to the hearing today of the Subcom- 
mittee on Cotton, Rice, and Sugar. 

I had an opportunity to visit with a few of you last night, and 
come to find out, I believe that this part of Missouri is probably a 
mirror image of the district that I represent in Louisiana. I repre- 
sent the Mississippi Delta country, on the borders of Mississippi 
and Arkansas as well as some rolling hill country. 

We raise basically the same crops you do, an awful lot of soy- 
beans, cotton, rice, milo, and wheat. So, I think I have some under- 
standing and appreciation for the problems that agriculture is 
having here. 

I am a farmer myself, I have farmed for a number of years, have 
been in the cotton business, have also raised soybeans as well as 
wheat. 

We have had hearings earlier this year in California, North 
Carolina, Texas. We're certainly glad to be here in Missouri today 
because, as all of you know, next year Congress will be writing a 
new farm bill. Certainly, many farmers today throughout the 
Nation are in serious financial problems. Fortunately, not all farm- 
ers. Some farmers are still doing relatively well, but many of us 
who got caught in the expansions in the late 1970's have seen the 
price of land drop in value significantly, interest rates go up, and 
prices of most of our inputs have continued to increase with some 
levelling in the last year or two, while the prices that we receive 
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for our commodities are not what we would like them to be in most 
years, in most instances. 

We find ourselves today in a situation where approximately 40 
percent of what we grow is sold overseas, is exported, and so we're 
very highly dependent on the export market. 

Back when President Carter imposed the grain embai^o, coun- 
tries such as Brazil and Argentina, Canada, Australic^ France, Ger- 
many, and the British Common Market made significant conmiit- 
ments to expand their agricultural production. 

We find ourselves in a situation today wherein many countries 
are supporting their agriculture by selling for a significantly 
higher price domestically than what they export for. For example, 
the French wheat farmer receives $6 a bushel, approximately 
equivalent, for his wheat. The Government guarantees it. 

But, yet, they turn around and sell that same wheat to the Rus- 
sians for $3 a bushel, and take transactions away from Americans. 

So, we find ourselves today in a situation where we're competing 
in a world market where our American farmers are not always 
necessarily competing with farmers from other countries; we're 
competing with governments from other countries, and that's why 
I think it's going to be necessary that we continue to have some 
Government involvement in agriculture, and, of course, the pur- 
pose of these hearings is to get your feeling, your input, as to what 
the new program should be like. 

Let me say that there are basically two commodity committees in 
the House of Representatives. Subconmiittee on Cotton, Rice, and 
Sugar is one, the other is the Subcommittee on Wheat, Soybeans, 
and Feed Grains, and, the programs for the various different com- 
modities can be significantly different or they might be very simi- 
lar. Basically depending upon what the subcommittees come up 
with as a result of the hearings that we've had in working with the 
various commodity and farm organizations from all over the coun- 
try. 

So, our purpose for being here today, is to hear what you have to 
say, to listen, to try to get a better understanding and a feel so that 
we can do the best job that we can, hopefully, in drafting l^isla- 
tion in 1985, so that in the last half of the 1980's, our farmers can 
begin to prosper once again. 

I would like to commend your Congressman, my colleague, Bill 
Emerson, for inviting us out here today. Let me assure you he does 
a really outstanding job for you in Washington, not only in agricul- 
ture, but Bill and I have been involved in several other legislative 
efforts, and I am constantly impressed with this man. Has doing 
an outstanding job. He certainly understands the agriculture prob- 
lems, and. Bill, thank you for inviting us here. 

At this time, I would ask if you would like to make a few com- 
ments. 

OPENING STATEMENT OF HON. BILL EMERSON, A 
REPRESENTATIVE IN CONGRESS FROM THE STATE OF MISSOURI 

Mr. Emerson. Thank you very much, Mr. Chairman, and, first of 
all, I want to, on my own behalf and on behalf of my constituents, 
to thank you most sincerely for taking the time to come to south- 
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eastern Missouri, to our bootheel here, and get first-hand input 
from my cotton and rice producers. 

First, you may not be aware that this congressional district 
ranks 19th nationally in upland cotton production and our rice 
plantings have grown significantly from just a few years ago. So, it 
is certainly appropriate that this subcommittee hearing gathers 
here to get the direct input of farmers on the 1985 farm bill. That 
we're here in Kennett is very significant, and I look forward to 
hearing the testimony and the suggestions of our witnesses. 

I would briefly like to outline Congress' most recent actions af- 
fecting cotton and rice producers. Early this year, the Agricultural 
Programs Adjustment Act of 1984, gave the Secretary of Agricul- 
ture authority to freeze 1985 target prices for cotton and rice as 
well as for wheat and the feed grains at the 1984 level. 

As part of the package, the administration agreed, among other 
things, for additional export promotion funds, and land diversion 
pajonents for producers participating in next year's acreage reduc- 
tion programs. The entire package is projected to reduce the Feder- 
al deficit by more than $2.6 billion over the next 4 years. 

Just last week. Secretary Block announced the 1985 cotton pro- 
gram will require participants to idle 30 percent of their acreage 
base with 10 percent of the reduction compensated by land diver- 
sion payments. 

The Secretary also announced that next year's rice program will 
require a 35-percent acreage reduction, with 15 percent in the form 
of paid land diversion. 

The idea that American agricultural policy is now at a cross- 
roads is being given more and more attention by farm leaders 
throughout the Nation, particularly in light of Secretary Block's 
recent announcement. I'm interested in knowing if the producers 
here today believe the traditional farm programs are capable of 
meeting the needs of the farmers throughout the remainder of the 
1980's, or whether we should be considering new approaches for 
cotton and rice growers in the 1985 farm bill. 

I again want to extend my deep appreciation to you, Mr. Chair- 
man, for scheduling this hearing and for coming here yourself to 
listen to us. I'm hopeful that listening to the concerns and sugges- 
tions of my cotton and rice producers here today will help us draft 
the 1985 farm bill that will lay the groundwork for a profitable ag- 
ricultural sector. Finally, I want to thank and welcome each of you 
here today, and especially to express my appreciation to those of 
you who have taken your time from your busy schedules to offer 
guidance to our subcommittee. 

I know that both the chairman and I will greatly value your 
input. You know, we have a lot of hearings in Washington, but it's 
difficult for you all to travel there whenever we're seeking input, 
and I think it's a very healthy thing that we're able to come out 
here and listen to you. So, this is your opportunity to tell us what's 
on your minds and how we can make things work maybe just a 
little bit better. 

Thank you very much for being with us today, and, once again, 
Jerry, thank you so much for holding this hearing. 

Mr. HucKABY. Thank you. Bill. What we would like to do this 
morning, we have several witnesses, and we have broken them up 
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into what we call panels, either two people or three people on a 
panel, and I would call the witnesses' names and we would like for 
you to come to the desks down here, and then each witness will 
speak from the microphone over there and then perhaps we can 
engage in dialog, Bill and I, with each witness. 

Bill informs me that we're going to have to leave about 11:80 or 
quarter till 12 in order to catch a plane back to Washington tlds 
afternoon. So, we will be under somewhat of a time constraint, and, 
hence, you won't have to sit here that long also. 

Our first witnesses this morning are Mr. Buford Stacks and Mr. 
Charles Parker. If you would come forward, please, and, Mr. 
Stacks, I believe we have you scheduled first. 

We look forward to your testimony. 

STATEMENT OF BUFORD E. STACKS, FARMER, HORNERSYILLE, 

MO 

Mr. Stacks. Mr. Chairman, I would like to start by saying that 
we are very fortunate to live in a country where we can express 
our opinions and views to our Government officials. 

Being a small farmer, I have compiled some figures, comparing a 
small farmer to a large farmer, using a 500 pound of lint base on 
both farms. 

If a farmer stayed out of the program on 500 acres, he'd have a 
gross savings of $150,000. If he stayed in the current program, he'd 
have gross sales of $137,000, which is a $13,000 difference. 

The same on a 2,000 acre farm, if the farmer stayed out of the 
program, he'd have a gross sale of $600,000. If he stayed in the pro- 
gram, with the $50,000 limitation, he'd only have $470,000. We're 
talking about a $130,000 difference in his gross sales. 

I don't think that the large farmers can stay in the current pro- 
gram with this kind of loss. 

Also, if I can find the rest of my notes here, in using the same 
figures, the Congress predicted in 1982 or 1983 that we'd have a 20- 
cent deficiency pa3anent and we ended up with 13. So, I used 14 
cent a pound deficiency. 

They predicted a 77-percent participation in the current farm 
program, and as it states, would be 77 percent of the farmers or 77 
percent of the acres. So, if it's 77 percent of the acres and they are 
participating and producing a bale or a bale and a half and the 
other 23 doesn't participate like in California, makes 3 to 4 bales, 
they haven't done much to control production. 

I would propose a new farm bill of 30 percent set-aside which 
pays the burden in a loan price of 65 cents, and in the Delta farm 
experience, the Democrat from Mississippi, Mr. Whitney stated 
that the CCC was first designed to sell our commodities overseas. 

He suggested when there s excess commodities, put them over 
the table and tell the other countries to come and get them. He 
said he wasn't advocating a two-price system on our products, but 
that might be what we need, a two-price system, because the — the 
cotton merchant in the textile mill seems like the only one nriAlring 
money. 

As I said, when the cotton prices are low, the lowest prices for 
cotton products, the price hasn't declined and when the price of 
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cotton rises, the merchant gets to spread their bases from Texas. It 
would be nice if we could do the same thing. 

Td just like to say if we don't do something to control our pro- 
duction, a lot of the smaller farmers are going to go broke, and we 
need to do everything we can to regain our portion of the world 
market. 

Thank you. 

[The prepared statement of Mr. Stacks appears at the conclusion 
of the hearing.] 

Mr. HucKABY. Let me just make a comment, if I might. It's cer- 
tainly a fact, we've got about ISVa million acres of cotton base 
today, and our national average is about a bale an acre, and we're 
only able to sell some llVa to 12y2 million bales of cotton each 
year. 

So, we start out with a surplus every year. As such, if we don't 
have some type of an acreage reduction, inventory control pro- 
gram — one of the problems that we have in Washington, in talking 
about the big farmers not participating in the program, of course, 
this is a $50,000 payment limitation. 

Most of us in Washington are not from rural districts; $50,000 
seems like an awful lot of money for an individual farmer to re- 
ceive to most people. To be honest with you, I don't think that we 
have much of a chance at all of increasing the $50,000 pa3anent 
limitation. 

In fact, I have fear, and quite a few of my colleagues do, that if 
we went to the floor of the House of Representatives and tried to 
change this, we might actually end up with a decrease rather than 
an increase. So, we re quite reluctant to do it. 

There is no doubt about it, your big farms, especially your Cali- 
fornia cotton, benefits from the set-aside that we have in the rest of 
the country. 

Mr. Parker. 

STATEMENT OF CHARLES H. PARKER, PRESIDENT, HARRIS 

FARMS, INC. 

Mr. Parker. I am Charles Parker, a cotton farmer from Senath, 
MO. I am president of Harris Farms, Inc., a family owned corpora- 
tion. I appreciate this opportunity to express some of my concerns 
about the 1985 farm bill. In my comments, I will be referring to 
cotton only. 

Basically, I agree with the ideas behind the present farm bill. I 
have no problem with the present loan rate or the target price con- 
cept. Like Buford expressed, my main concern is the low participa- 
tion in the program due to the $50,000 limitation. 

And, I was a little hesitant to do this, but I'm going to show you 
here what our family farm operation is. I am involved with my 
brother-in-law in a family corporation, and I did some acres and 
figures to show you why we do not participate in the cotton pro- 
gram to a large extent. 

Since I have all the figures compiled, I'll just read this. 

Our family operation consists of 22 rented farms in addition to 
the land owned by the corporation. The combined cotton acreage 
base of these farms is 2,015 acres. 
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If it were not for the $50,000 limitation, we would have partici- 
pated in the cotton program on all farms in 1984. This would have 
allowed us to plant 1,511 acres of cotton. 

However, due to the limitation, we only participated in the pro- 
gram on nine rented farms with a combined cotton base of 858 
acres. On these farms we planted 644 acres of cotton, a 25-percent 
reduction in acres, which is according to the program. 

On the remaining 14 farms, with a combined cotton base of 1,157 
acres, we did not participate in the 1984 cotton program. We plant- 
ed 1,463 acres of cotton on these farms instead of the 868 acres that 
would have been planted under program participation. 

In summary, we planted 2,107 acres of cotton in 1984 instead of 
the 1,511 acres that we would have planted if we could have fully 
participated in the program. 

This resulted in 39.5 percent more acres being planted on our 
farms than we would have preferred to plant. But, we actually 
would have preferred to participate in the program. This increase 
in acreage is solely due to the $50,000 limitation. This same thing 
is happening across the cotton belt, resulting in huge surpluses and 
depressed prices. 

In my opinion, the 1985 farm bill should either remove or modify 
this limitation. If the larger farmers were allowed to participate in 
the program, we would see surpluses decrease, prices paid to farm- 
ers increase, and less direct subsidy being paid out by the USDA. I 
don't know how you get that over to the urban Congressmen, but I 
really believe that we would have less outlay if you just all partici- 
pate. 

I would also like to comment on the office of the Secretary of Ag- 
riculture. With all of the various problems confronting agriculture, 
it would appear that the Secretary of Agriculture needs all of the 
assistance that he can receive. It is, therefore, recommended that a 
committee composed of past Secretaries of Agriculture be made 
available for consultation and input. This committee should consist 
of representatives of each political party so as to be as nonpartisan 
as possible. 

In conclusion, I'd like to thank you for your coming to this area, 
and we'd be happy to make these comments. 

Mr. HucKABY. Thank you, Mr. Parker. 

Let me say, I think, even though I said we can't increase the 
$50,000 pajonent limitation, the problem you address here of the 
farmer farming several different individual farms, I assume you're 
renting from several different individuals with different farm num- 
bers, et cetera. 

Mr. Parker. Right. 

Mr. HucKABY. I think there's a reasonable chance that we can 
make some changes in the existing law, still with the $50,000 pay- 
ment limitation, but we would do it on each individual farm unit 
instead of to the individual as we do today. 

Certainly, this would significantly increase the participation. 
Now, once you get to the floor of the House of Representatives, face 
it, most people don't know anything about what we're doing 
anyway, but $50,000 stands out as a bell ringer there. 

If you can still have the $50,000 and just say you apply it a little 
bit differently, this could help. Very good idea. 
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Mr. Parker. That would solve our particular problem. 

Mr. HucKABY. For a lot of people in this part of the country. I 
think your idea about the advisory committee of former Secretaries 
of Agriculture is very good. Excellent. Til pursue that. Bill? 

Mr. Emerson. Yes. I've got a couple of questions here for each of 
our witnesses. 

Buford, if, in fact, the Department of Agriculture's projected defi- 
ciency rate is 19.87 holds true, will that make a sizable difference 
in participation, in your opinion? 

Mr. Stacks. I imagine it would make quite a bit of difference. If 
it fell through, then like I said, in 1982 or 1983, they projected it to 
20 cents and we end up with 13. 

Mr. Emerson. Also, what about the mandatory aspect of the pro- 
gram, will that be viewed by farmers as too much Government in- 
terference, telling them how much cotton they can plant? 

Mr. Stacks. I don't think it will be too much. We're going to 
have to do something to control the production. We've got a sur- 
plus that you're not going to be able to sell. 

Mr. Emerson. And, you think there's a pretty broad level of un- 
derstanding on that point? I mean, among producers. 

Mr. Stacks. Yes. 

Mr. Emerson. Charles, you said that the $50,000 payment limita- 
tion should be removed or modified. If it can't be removed com- 
pletely, at what level would you recommend that it be increased so 
that it can help some? 

Mr. Parker. Anything would help. Bill. I think the idea he just 
expressed there, with $50,000 per farm, that may slip through. 
That would relieve the situation, but until we get a larger percent 
of the farmers participating — as I said, we increased ours nearly 40 
percent, you know other farmers do the same thing. 

Our situation is simply this, if we can't participate in the pro- 
gram and be at least subject to some kind of payment, we can't let 
land lay idle. We've got to farm it, and the only way we can — the 
most profitable crop we can put it in at these prices is cotton. So, 
we grow cotton. 

Mr. Emerson. More and more we're hearing suggestions that ag- 
riculture, the Department of Agriculture — Agriculture is a function 
to be given independent status in the Government, something in 
the nature of the — may not be a good analogy, but the suggestions 
we hear make it like the Federal Reserve Board, independent of 
the control of Congress and of the executive branch. Kind of 
remove it, remove it from politics. 

Do you have any thoughts on that idea? 

Mr. Parker. Sounds like a good idea just on surface. That's the 
first time I ever heard that. It might work because I realize your 
problems with the urban people and the $50,000 sounds like a lot of 
money and it is a lot of money, but it just doesn't seem quite right 
to me that some of us farmers have to grow cotton at one price and 
other farmers grow it at a different price. 

Mr. Emerson. Thank you. 

Mr. HucKABY. Thank you, gentlemen. Our next witnesses are 
Mr. Sol Astrachan and Mr. Barry McFarland. 

If you would come forward, please. Mr. Astrachan. 
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STATEMENT OF SOL ASTRACHAN, PRESIDENT, JAMES KAHN 
DEPARTMENT STORE 

Mr. AsTRACHAN. Fd like to first thank Congressman Huckaby 
and Congressman Emerson for coming down here and having this 
hearing and hstening to our input on a proposed farm bill. I appre- 
ciate your interest in not only the farm situation but our whole 
economy down here. 

Tm here to talk to you about the general economy of this area as 
it pertains to any proposed farm bill rather than the specifics of 
such a bill. 

My name is Sol Astrachan. I am the president of James Kahn 
Department Store, which is a business founded in 1925 by my 
uncle, and has been operating continuously since then. 

I came to Kennett in 1938 as a young boy of 9, unable to speak 
English, and I have lived here continuously since then. And, from 
1963 to 1971, 1 served as mayor of Kennett and I have been actively 
involved in all manner of community affairs since then. 

During my 46 years in Kennett, as I have watched our business 
grow to a million dollar status, as our various retail establish- 
ments, banks, our service institutions have grown and multiplied, 
during all of these years, the agricultural economy has been the 
mainstay of this entire region. 

Gentlemen, I would say to you, this is as true today as it was 40 
years ago when I came. Efforts at industrialization of this area 
have, of course, helped to provide a larger economic base. Yet, it is 
agriculture, the farmer and the many related agricultural indus- 
tries, that have provided the economic development of this entire 
region. 

The best evidence of this is the severe setbacks suffered by busi- 
nesses of all types during times of drought, crop failures, such as 
we experienced last year in 1983, or bad agricultural prospects. In 
those years, the economic effects are vividly felt by the entire com- 
munity, and unemployment, as a matter of fact has reached well 
over 20 percent for some southeastern Missouri counties. 

It seems to me that any new farm program must recognize the 
vital importance of not only the farmer, but the various related ag- 
ricultural industries, the cotton gins, the warehouses, the com- 
presses, the oil mills, even the local railroads that carry our prod- 
ucts 

Many of our neighboring counties, such as Scott, Stoddard, 
Butler, and Mississippi Counties, have already lost most of these es- 
tablishments. Once closed, they can never be rebuilt for the costs of 
today are prohibitive for the smaller profits which are realized 
today. 

A cotton gin today costs well over $1 million to build. No other 
crop injects as much cash, has as great an impact on our economy 
as does cotton. Yet, as production of cotton has decreased, so has 
the great economic growth of this area. 

We must provide a farm bill that will insure adequate planting 
of cotton so that we can maintain and improve our facilities, to 
purchase the needed equipment which is required, and to comply 
with ever-increasing governmental costs and regulations, many of 
which have only recently been placed on our agricultural indus- 
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tries; such as pollution control, classing fees, unemplojonent and 
payroll taxes. 

It is essential that a farm bill is written to open more markets 
for our cotton. Some of our trading partners buy cotton from 
Russia instead of us. China is a good example of creating one such 
new market. 

Whether it be in trade incentives, such as accepting pajonent in 
local currencies, or in programs for poorer nations, where our Gov- 
ernment can give additional credits to developing countries to buy 
more of our agricultural products, it is absolutely vital to increase 
our trade of cotton to the remainder of the world. 

Of equal importance is a realignment of Government aid pro- 
grams. The cutoff point of Government payments should be in- 
creased to over $50,000. We have few very large farms or landown- 
ers in this area, but mainly those of small to middle size. Such an 
increase is needed for better agricultural development. 

Of equal importance is a better method of providing disaster 
relief for farmers in years of very adverse growing conditions such 
as last year, when this entire area suffered a crop failure. The ef- 
fects of which are still being felt by the farmer as well as by the 
entire local business community. 

In today's program, an abnormal low jdeld becomes a part of the 
proven yield of a farm, and, thus, it affects subsequent yields on 
which disaster relief is based. Such programs should instead deter- 
mine the real production of a farm rather than basing it on abnor- 
mal year jrields. 

There should be a more equitable way of obtaining disaster 
relief, removing the designation of agriculturally designated disas- 
ter areas as much as possible from the political area to the entirely 
economic determination. Because of the extreme effects felt by all 
parts of the economy, it is essential that some fast, fair, and equita- 
ble manner of disaster relief be provided in years of crop failure. 

Finally, the decisions that you will make will have a vital impact 
not only on the farmer but on my own business, but on the growth 
and the development of the economy of this entire region. 

Thank you. 

Mr. HucKABY. Thank you. Now, Mr. McFarland. 

STATEMENT OF BARRY M. McFARLAND, OWNER, FORD OIL CO. 

Mr. McFarland. Thank you very much. I am Barry McFarland. 
I am doing business as Ford Oil Co. in Hornersville. 

I am here to stress the fact that the production and harvest of 
cotton is vital to my business. In fact, it is one-third of my business. 
So, you can see how very important to have a strong cotton pro- 
gram is to my business. 

The big difference in the production of cotton over grain occurs 
in the fall of the year. There are three main factors that make the 
cotton program vital to my business. 

They are: Highboys, they are used in the summer and fall, are 
spraying devices used to spray insect repellent, chemicals and defo- 
liate. They need our products to operate. 
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Cottonpickers are expensive machines to operate. They use more 
oil, grease and twice as much fuel than combines during the har- 
vest season. 

Cotton gins are small factories in our community. They employ 
many people who use gasoline in their automobiles and LP gas to 
heat their homes. 

The actual operation of the cotton gin requires large quantities 
of our products. They include fuel to operate the gin, oil and grease 
for the working machinery. LP gas is needed in the drjring process 
of the cotton. 

The production of cotton is not only important to me, but to 
many others who depend on it. Some of whom are cafes, grocery 
stores, service stations, banks and loan companies, and utility com- 
panies. In fact, the whole area's economic system would suffer if 
not for a strong cotton program. 

Mr. HucKABY. Thank you both. I think we're certainly aware of 
the impact that the cotton industry has on communities such this, 
and I think the PIK Program also demonstrated that we are going 
to have more players next year in the 1985 fair bill, where fertiliz- 
er dealers, implement dealers, et cetera, were severely impacted. 

I, myself, personally supported the PIK Program. I think some- 
thing dramatic had to be done to reduce the inventory. So, I hope 
to see the next farm bill drafted in such a way so that we will pre- 
vent these inventories increasing at such a fast rate. 

You spoke about the disaster program, the disaster loans. If you 
analyze our farmers that are in trouble today financially, a large 
percentage is a result of this disasters. When we make 3 or 4 bush- 
els per year or a quarter of a bale of cotton or something, we just 
can t ever really catch up. 

It's not that normal year to year pajring off that operating loan 
or making the pajonents on the farm, and so forth, and it appears 
to me that one of the things where we might be looking is trying to 
get a reasonable, affordable, realistic workable insurance program 
to replace the disaster program, so when the disaster hits, the 
farmer is not saddled with this monstrous debt, but, yet, the insur- 
ance will pay for it. 

Just a thought. Would you care to comment on that? 

Mr. AsTRACHAN. I think it's an excellent idea. My initial reaction 
would be highly favorable. 

Mr. HucKABY. Bill? 

Mr. Emerson. Sol, your idea about export credits is certainly a 
good one, and I heartily support the idea, but do you think that the 
problem that we have can be adequately addressed by just provid- 
ing more funds for existing Government export programs, or 
should some new programs be considered and, if so, we'd like to 
hear about it? 

Do you have any ideas about expanding on export credit pro- 
grams? 

Mr. AsTRACHAN. Adequately, no, I don't think it would solve the 
problem, but it would certainly help. An increased export program. 

I do not believe that we have gone anywhere near as far as we 
can to increase and promote the sale of cotton ourselves. I think 
Cotton, Inc. has not aone the job that it should have done and that 
it should be doing in promoting the sale of cotton. 
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Mr. Emerson. So, you think there is a lot more the private sector 
could be doing? 

Mr. AsTRACHAN. Most assuredly. 

Mr. Emerson. Barry, I assume by your statement that you feel 
we should be directing more attention to selling our production 
rather than to cutting back on the production. 

Do you favor a sizeable increase in export program funding to 
sell more of our produce overseas? 

I think most farmers do. I just would be interested in anybody's 
comment on that here today, particularly if anybody disagreed 
with it. Of course, we all know one of the problems right now we've 
got with selling overseas is the strength of the dollar over there, 
which is related to our own deficit interest rate problem, which is 
another aspect of things that Chairman Huckaby and I worry 
about every day. 

Thank you both. 

Mr. Huckaby. Thank you. 

Our next panel will be Mr. Joe Scott, Delta Research Center, and 
Mr. Fred Tanner, Missouri Rice Council, and Mr. Davis Minton, 
also of the Rice Advisory Committee, Missouri Farm Bureau. 

STATEMENT OF JOE H. SCOTT, SUPERINTENDENT, DELTA 
CENTER, UNIVERSITY OF MISSOURI 

Mr. Scott. Thank you, Mr. Chairman. I appreciate the opportu- 
nity to make a few remarks today. 

On behalf of University of Missouri, College of Agriculture, and 
the Delta Center. I am the superintendent of the Delta Center, and 
we are located here in the bootheel to do research in crops that are 
grown in this part of the country. 

First, I'd like to say that our farmers in the economical situation, 
that they need as much help and — to provide protection against 
large losses. With the high cost of production they need some kind 
of protection. When you have seasons like we've had in the last few 
years, we come in contact with a lot of farmers and we know the 
situations, and they look to us a lot of times for help in technology 
that — in order to help them produce economically and to progress 
in their farming operations. 

Now, you can get behind in your technical aspects if you lose a 
year or two in doing certain types of research, and as I would to 
make a comment at this time, I want to thank the House Commit- 
tee on Agriculture for supporting the College of Agriculture and 
the Delta Center in their efforts to get funds to combat the nema- 
tode, increase the soybean production, and other research pro- 
grams. Today, we are talking about cotton and rye. Cotton is very 
important to our economy, and we depend a lot on it. In our situa- 
tion at the Delta Center, is what they do in cotton. And, rye has 
become increasingly important. Our acreage is increasing and we 
have had very little research to rely on here in the bootheel, but 
we would like to promote, to get more research underway, and we 
believe we have the personnel and facilities at our Delta Center to 
do research on all the crops that we grow here in the southeastern 
Missouri and northeast Arkansas. 
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We'd like to make more effective use of these facilities if we can 
get the needed funds to do so, and we are initiating a new research 
program, we hope, on rye that will help out in that respect. 

I just want to reemphasize that we need as much help on finding 
out methods of producing crops, sta3ring in the competitive business 
as other industries do, and we would like to continue to receive the 
support of the House and Congress in moving along with our re- 
search efforts. 

Again, I would like to thank you for your support of not only the 
College of Agriculture, but of our Delta Center operations. 

Thank you. 

Mr. HucKABY. Thank you, Mr. Scott. Mr. Tanner. 

STATEMENT OF FRED L. TANNER, JR, PRESIDENT, MISSOURI 

RICE COUNCIL 

Mr. Tanner. Thank you, Mr. Chairman. My name is Fred 
Tanner, Jr. I am president of the Missouri Rice Council, and a rice 
farmer from Bernie, MO. 

Today, I would like to make a few comments concerning rise 
export programs. But, first, I want to say that the American rice 
farmer has to have a continuation of the deficiency payment con- 
cept to stay in business. 

Due to the unrealistically high value of the U.S. dollar, Ameri- 
can rice is no longer competitive in the world market place. Rice 
produced in Thailand and other countries that have export subsi- 
dies and more attractive currency exchange rates are currently 
taking a large percent of the traditional U.S. export markets. 

This, in turn, has decreased demand for our rice and subsequent- 
ly lowered the price paid to producers. The U.S. rice producers 
have traditionally exported two-thirds of their crop. It is easy to see 
how rice farmers are dependent, as in other segments of agricul- 
ture, on a strong export market. 

If the Government of the United States is going to continue the 
policies that keep the value of the dollar at today's high levels, 
then subsidies to American rice producers will have to be contin- 
ued as long as our competitive edge has been denied us. 

The American rice farmer has the ability to produce high quality 
rice in abundance, but is placed at a great disadvantage in tlie 
world market place. 

To overcome this disadvantage as best we can, we, the American 
rice producers, have to work very hard to promote our products to 
the world. It is in this respect that I am here today. There are 
three programs that I am asking for your support. 

First, to move rice into countries that cannot afford to purchase 
our supplies, I am asking continued funding for the Public Law 480 
program. This program accomplishes two major objectives at one 
price. 

The United States would be able to feed some of the hungry 
people of the world, which is a political plus. We would be moving 
rice out of this country, which would move our stocks. 

Expansion of this program at this time would not only aid in the 
reduction of American surpluses, but would also help the image of 
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the United States in the underdeveloped countries of the world. 
Food can be a more potent weapon than bombs. 

The second program that I want to comment on is the GSM 102. 
Currently, a large portion of American rice is being sold to coun- 
tries which are having cash-flow problems. GSM 102 has allowed 
these countries to purchase American rice and to borrow the 
money through U.S. Government guaranteed loans. 

Without loan guarantee programs such as this, the American 
rice industry would not be able to tap these markets and sell 
American rice. If it were not for the attractive loan policies, these 
countries would purchase lower price rice available today. 

So, you can see how important these loan guarantees are to the 
American rice producer. If we cannot sell our products in the world 
market place, we will drown in our own production. 

This is one method American rice producers can use to our ad- 
vantage and to the advantage of the United States as a whole. 

Third, I would ask for continued support for the Foreign Agricul- 
tural Service. To sell any product in a competitive market place, 
advertising and promotion are vitally important. To rice producers, 
the FAS, in conjunction with the Rice Council for Market Develop- 
ment, has become the promotional agency for American rice in 
many regions. 

We, the American rice producers, must have the continued as- 
sistance of the FAS in marketing our product and promoting 
American rice to the world. 

As you can see, American rice producers are dependent on con- 
tinued support from these Government programs to help increase 
our exports. If this support is not forthcoming, the American rice 
industry cannot continue to flourish and be a vital part of our 
American agriculture. 

One final comment that I would like to make is that the $50,000 
limitation on Government pajonents to producers is ludicrous. By 
having this rule, you are, in effect, reducing the effectiveness of 
our domestic programs and excluding the larger farms that ac- 
count for a large proportion of the total production. This rule 
should be dropped, and no limitation should be in place. 

I would like to thank you for your time, and for giving me this 
opportunity to speak to you today. 

Thank you. 

STATEMENT OF DAVIS MINTON, FARMER, DEXTER, MO 

Mr. MiNTON. I, too, would like to thank the Congressmen for the 
opportunity to present my ideas and concepts for the rewrite of the 
1985 farm bill. 

There will be a host of proposals offered in the upcoming months 
as to the direction that the 1985 farm bill should take. It is my 
belief that the most practical outlook for a long-term program lies 
in a market oriented strategy. 

The object can only be reached when we, as U.S. producers, are 
once again thought of as the most dependable producers of com- 
modities and willing to supply commodities at competitive prices. 
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We cannot do this without the assistance in the realm of export 
programs which are designed to open new markets and reclaim old 
ones which we once had. 

In the interim to this market oriented program, domestic assist- 
ance to the farm community is essential. It is my belief that such 
assistance must be directed, toward that group of farmers which 
derive their livelihood from production of farm commodities, with- 
out discrimination to size. 

This assistance that I speak of should come in the form of loan 
and target support with modifications. Initially, the loan rates 
must be set at levels which facilitate farmer retention of commod- 
ities placed in the CCC. Being practical, that means loan levels 
must be placed at rates consistently less than 100 percent of a 3- to 
5-year moving average of cash grain prices. 

It also initiates the idea that interest rates on CCC loans should 
be a fraction above the inflation rate, and permitting a ceiling on 
interest rates no higher than 10 percent. 

This new attitude toward the loan places the burden of a safety 
net for the farming industry on the target price. It is my belief 
that the target price itself could eventually become a level repre- 
sentative of a 3- to 5-year average of cash grain prices and not as a 
price objective that the farming community produces for. 

With these thoughts in mind, I would like to point out some of 
the factors that would limit the success of this concept. 

First and foremost, the idea of payment limitations on farm 
units is a deterrent to the support of a lower loan concept. It must 
be decided by lawmakers as to the importance of the agricultural 
community's survival and its relationship to the rest of the Na- 
tion's economy, when budget considerations are made. 

Second, we must produce commodities as cheaply on a per unit 
basis as possible, and, in my opinion, that means acreage reduc- 
tions should be held to minimum amounts. In my opinion, any 
acres left idle in excess of 10 percent is self-defeating and sends ad- 
verse signals to competing agricultural nations. 

In my opinion, it's never been proven that any acreage reduction 
ever stimulated agricultural growth in this Nation, only the 
growth of those nations competing in corn production. 

As a final note, we, as rice and grain producers, have had to 
learn the hard way that we cannot store ourself out of excess pro- 
duction problems. The farmer-held grain reserve and high loan 
rates have been responsible for huge build-ups of grain reserves 
and indicates that there will always be a ceiling on prices in times 
when profit potential is at its greatest. 

It is now the time for farm leaders and the Nation's lawmakers 
to look at past program failures and determine the formula for 
future successes. The farming industry, above all, needs stability in 
farm programs. So, we much set objectives and goals for growth 
and expansion, that will allow us to have that opportunity to reach 
into our own good fortune and not contrive from a false price fos- 
tered by Government programs that change with attitudes and ad- 
ministrations. 

It is m^ hope that some of this can be beneficial in the future in 
the rewrite of the farm bill, and I think it's a good opportunity to 
present my views and opinions. 
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Mr. HucKABY. Thank you, Mr. Minton. 

You referred to exports. I have had a bill floating around for a 
couple of years in Washington. I would just like to throw it out at 
you and get your thoughts and comments on it. 

I call it an export PIK bill. Perhaps the nomenclature should be 
changed, but, basically, what it says is that in instances where 
other countries are unfairly subsidizing exports then our country 
would do whatever it takes to beat their deal. 

In other words, if a Continental or Cargill or Connell or whoever 
is engaged in a rice transaction in Thailand comes along and un- 
derbids the world market as such, then we would come from CCC 
stocks for whatever amount it took to underbid them. 

To reestablish somewhat the competitive situation that we no 
longer have. Of course, it's also a very real thing as Bill has said 
and numerous people have said today, the strong American dollar, 
which is a result of the very high deficits that we're having today, 
is certainly placing us in a competitive disadvantage, and we've ac- 
tually got the loan rate today where the world market is a little bit 
under our loan rate as such, and, of course, significantly under the 
target price. 

What would be your idea about if we established a loan rate in 
the future, say, based on the last 5 years, maybe throwing out the 
high and the low, or using all 5 or something of this type, at 70 or 
80 percent of what the world market price was? 

You both spoke about a market oriented type of economy, to 
have a loan rate that way, and then a target price as a percent of 
the loan rate. We hear proposals in the cotton industry, rice also, 
for having target prices at 120 percent of loan. 

In other words, that the loan rate may be 75 or 80 percent of the 
prior world market price and the target price is a percentage of 
that, so that both are directly market oriented, and not cost of pro- 
duction oriented. 

Would you care to comment on that? 

Mr. Tanner. The concept of market orientation is one that I per- 
sonally embrace, but with the reservation that I personally, as a 
rice farmer, cannot compete with Thailand, and with the Govern- 
ment. I cannot compete with the Government. So, my concept that 
I can produce competitively for domestic consumption, but because 
of world political and economic situations, I cannot produce for the 
world consumption, given that other countries will subsidize and 
undercut world prices. 

So, if the United States is going to stay competitive and is going 
to export our products, we're going to have to have direct involve- 
ment by the Government. The free market concept, to me, in the 
world situation is as obsolete as a Model T Ford is. It no longer 
exists because it's like the American — if we're expected to compete 
in a free market economy and we're the only competitors, we can 
compete against ourselves and everybody else that does business as 
usual and if Thailand has 100 million tons of rice to move and 
American debt is $280 a ton, they might say move it for a $160 per 
ton. They want to move it. 'They want to get it out of their system. 

All we want to do is to try to hold onto it for a higher price, keep 
building, building, building, and, then all of a sudden, you've got 
this great mountain of grain that smothers us again. 
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So, whether it be a PIK type program or direct subsidy, if we're 
going to compete, weVe got to play their ballgame; they are not 
going to play ours. 

Mr. HucKABY. Mr. Minton. 

Mr. Minton. If I might comment, as Freddy stated, I'm directing 
these comments to the export angle of it. I'll address what you 
stated at the latter part of your statement. 

It is my opinion that the concept of the proposal that you've laid 
out here is factual and a workable one. I do not believe, as I stated 
a while ago, that you can be competitive in the world market when 
the individual farmer, the individual producer is not the controller 
of the final inventory. 

If I offered all my rice, which I will do over the CCC, as will 
probably most every other rice producer, to qualify without pay- 
ment limitations or — if we could, to cooperate to borrow money 
against the rice, we'd all eventually finally find its way to the Gov- 
ernment inventory. 

The policy of that program, in my opinion, cannot be any more 
great or any less great than complete removal of amendments or 
the payment limitations. 

Now, if you have a level loan rate, I still think, as Fred pointed 
out, the strength from the stability that can be achieved as a result 
of the target price, not necessarily a price set so high, if you want 
to use the figure of a 120 percent of loan, I would have to bring the 
target price and you'll say a percentage of what arises, 3 to 5 year 
moving average using the current past prices. 

That way you could have some flexibility in the range of the loan 
and farmers could go into each year knowing what the target was 
going to be, and always having the flexibility of moving the loan to 
a level where he was not added to, and the farmer, that I am going 
to forfeit this thing to Federal Government, let the Federal Gov- 
ernment be the warehouse for the massive storage of the commodi- 
ty that it's going to go out of condition. It's going to mean long 
grain and short grain rice is all going to be in the same facility and 
it's not even usable for anybody s needs then, it becomes food to a 
hog farmer. 

The situation is self-defeating in my opinion, if you have large 
loan rate, you will go right back to the same dilemma we've been 
in the for the last 10 years, and the concept that you laid out is for 
the long base of 3 to 5 year moving average, 70 percent is the low 
cash market price, the low price, in my opinion, as merit alone is 
simply that interfinancing. 

It is not a price at which we should sell commodities. The target 
price, on the other hand, I think should be viewed as a safety net 
similar to what you stated right there, and using those two con- 
cepts, forcing the rest of the world to realize that whatever it 
takes, we will be the largest exporter of commodities, we will con- 
trol the market rather than the market controlling us. 

If the world knows that rice is going to be 360, they will sell it 
for 345. It makes no difference, if you have a fixed price, you 
cannot negotiate that price. Whoever it has, that has the invento- 
ry, that's intelligent enough to realize that they are going to move 
their inventories out and use their money and not have it tied up 
in paying interest on grain, it's going out as issues, or is it worth 
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the fair market value that's placed on it, those countries are going 
to have the price advantage, and I think that the concept that 
you've laid out, a percentage of the 3 to 5 year moving average, is 
kind of what I've always had in the back of my mind, I was just 
afraid to see it in front of this many cotton producers. 

Mr. HucKABY. Let me shift gears on you and ask you something 
else. 

I understand that we are still increasing rice production here in 
Missouri as well as we are in Louisiana, too, I might point out. 
And, yet, we are heading toward bigger and bigger surpluses, 
bigger and bigger carryovers. 

Should we be allowed to build base in the 1985 farm bill? 

Mr. MiNTON. It's my personal opinion that any acreage reduction 
other than a token to make the reduction to satisfy the American 
consumer, is all that's required. 

Now, I'll admit that if you want to go with the high loan rate 
and a high target price concept, then, no, it's still self-defeating to 
build acreage reduction because you're already saying to yourself, 
I'm going to forfeit all the grain and that's going to be the price 
that^ going to determine my loan and target, and, so, obviously, 
you must, you know, to keep your inventories from getting deplet- 
ed and out of hand, you have to reduce acres. 

But, I'm a believer that if given an opportunity to build a com- 
modity, knowing that a market may double, I would somehow 
figure out how to sell it at a profit and in that light, yes, I see no 
problem building acreage base. 

Why confine the farmer? This is our business. We somehow or 
other manage to survive, and I've only been in it a few years. 
These gentlemen behind me have been in it, many of them, for 50 
years. They somehow manage to survive planting the crop that 
makes them the most money, that was the most advantageous to 
their rotations, most advantageous for their environment. 

If cotton was a strong commodity in my area 10 years ago, we 
had a lot of cotton then. We don't own a cotton picker anymore 
simply because the environment shifted to where cotton — I couldn't 
make it stand. I couldn't sell it. I couldn't sell it at a profit. Times 
and attitudes, environment change, and if rice is the commodity 
that I control on my ground, and know that I can make it yield 
adequately, I want to get into that as much as I can. 

Mr. HucKABY. I agree with what you say, and again I don't. 
You've got to try to look at where we are and where we could be 
ahead. I hate to say this with my Republican colleague sitting here, 
in all probability, I think the President is going to be elected over- 
whelmingly. As he has stated, one of the two areas that he has sin- 
gled out of all of the areas in the country where he's going to cut is 
agriculture. 

We're spending in excess of $20 billion now in agriculture, where 
2 years ago, we were only spending $4 or $5 billion, and I hear 
that's what they want to get back to. So, you're not going to have 
this leisure of these very ]:)ig deficiency payments in the future. 

If you cannot sell — you Know, we're not going to reduce the size 
of these big deficits next year. Hopefully, we can get on a signifi- 
cant down trend, where 4 or 5 years from now, we can at least get 
them back to a manageable level. 
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So you're probably going to have a strong dollar for the next few 
vears. So, keeping those thoughts in mind, maybe I'm wrong on 
both of them, but those are the signals that I'm hearing. 

As we very well know, rice is a very large crop grown in the 
world, but the amount of rice trade is relatively small, and so 
much of that depends on weather conditions, but with normal 
weather, on an average, we're in somewhat of a catch-22 situation. 
If we leave our loan price at the level it is today, and our base pro- 
gram, based upon the last 2 years' plantings, where we can have 
new entries and build a base and participate, where you can plan 
for the long range, I don't know. 

Mr. MiNTON. I have two questions. Kind of separate, but do you 
honestly feel that a low loan rate and a target price, not a figure- 
maybe I shouldn't say it out loud, but I feel like the target price in 
rice is too high. 

But, a target price, say at a level that is a safety net as opposed 
to the price objective. Do you think that the spread between those 
two figures, without a pajonent limitation, regardless of the size, 
could be any more costly to the Federal Government than it is 
bujring grain and worth the price you're pajring for it, putting in 
the inventory and storing it 3 to 5 years, pajring interest on it, 
watching the grain go out of condition and then dumping it, for 
half of what they initially put into it, forgetting the interest, for- 
getting the failures of loans to be paid off? 

Mr. HucKABY. Sure, I agree with you. Our canying costs alone, 
like everything, are very tremendous. You've got to have a much 
bigger set-aside and a sweeter deal to get farmers to participate in 
it as it is today. 

Mr. MiNTON. What is the problem with — I somehow fail to see 
where the concept that I have laid out could be any more costly, if 
as costly, as the 23 billion or the 19 billion, whatever you want to 
use, that we had to bail out the agriculture industry because of the 
attitude that we get from the previous 4 or 5 years of a high loan 
and a high target price and the deficiency pajonents were made 
and it's amazing the Government wound up with the grain, too. 

Second, it is my opinion that in the rice industry, especially, and 
the wheat industry is going to see it coming, too, that those two 
commodities in particular, and I have no history of cotton, but I'd 
say cotton is probably a good example also, that we can cut back — 
actually, we're up to 35 percent, which is in my opinion conserva- 
tive, we can cut back production, but there are so many new varie- 
ties being initiated now, long grain varieties, that if we were con- 
fined to 90-85-90 bushels an acre, we have varieties now in Missou- 
ri that I'd be disappointed if it didn't make 160 bushels an acre per 
variety. 

Mr. HucKABY. Hopefully, the new varieties that are coming off— 
I understand the yield increases in some areas are significant — 
that's going to lower our cost of production which will help make 
us more competitive, but still increase our volume. 

Mr. MiNTON. But, on the whole, we're going to have all these 
bales at a high loan rate and a high target price. We're going to 
have to lay out more acreages. 

Mr. HucKABY. Don't get me wrong. I'm coming from the same 
point you are. I want our farmers to grow and expand and be pros- 
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perous. It's just how do we get there with the real world that we're 
living in plus the new Federal straight jacket, I think, of the con- 
straints of dollars. 

Mr. Emerson. Fred, at the $11.90 per hundredweight, is the 
present target price level adequate, in your judgment? I'm not sure 
we're going to be able to do much about it, if it isn't, but 

Mr. Tanner. I guess it becomes more than adequate because ap- 
proximately 250 rice farmers, basically, in southeast Missouri, and 
when you divide the acreage, the average — into the total acreage, 
the average rice farmer is beyond the payment limitation. 

So, it becomes a point that is irrelevant. Totally irrelevant. You 
can reach the $50,000, it could be $45 a hundredweight. Who cares? 
But, if you've got $50,000 limitation, you're just up to that point, 
and, so, for me personally and by just a mathematical division of 
rice farmers and the amount of acres in Missouri, on the average, 
it would be adequate for all rice farmers or most of the rice farm- 
ers. 

Mr. Emerson. The same would apply then to the loan rate? Is 
the $8 a hundredweight 

Mr. Tanner. What the thrust of your program, are we going to 
produce for the loan rate or is the loan rate going to be a good fi- 
nancing? I mean, it looks to me like that the Government is going 
to have to develop some type of long range plan and stick with it. 

This every 2 year fluctuation instead of a 4 year with amend- 
ments every year, 6 months, 2 years, changing the rules, it's hard 
to do business like that. 

We have to contend with the weather, we have to contend with 
all the other conditions. I guess what agriculture needs is stability 
and not stability at the bottom rung, but at a mid-rung. That s 
what we need, stability, and constant fluctuation is not going to — I 
realize that I didn't go into farming with the guarantee that I was 
going to be prosperous, but I want to have a chance. 

Mr. Emerson. Of course, you know we get pressures from two 
ways when we tinker with the proCTam. It happens usually because 
of the budget considerations. That s the Government wanting us to 
change the program, but then, on the other hand, we do get year to 
year to year, a lot of input from the different commodity groups 
and farm organizations that we need to change this and that and 
the other thing. 

So, it's not always the Government. I think we on the Agricul- 
ture Committee would certainly be happy to have the stability in 
the program that you're suggesting. 

Mr. Tanner. But there can be a philosophical stability. I realize 
that you have to change— the situations change daily and you have 
to make sort of minor adjustments, but I'm philosophical. 

I mean, are we going to produce for domestic a basic question 
has to be answered. Are we going to produce for domestic consump- 
tion or are we going to produce for domestic plus export consump- 
tion? 

Mr. Emerson. I think that's clearly answered. 

Mr. HucKABY. We clearly have to produce for export. 

Mr. Tanner. All right. Let's get serious about it. I mean, why 
does a shower in Brazil, an estate in Brazil, that where we sup- 
posedly control the soybean market, a shower in Brazil could r£use 
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or lower the price tremendously. I fail to realize, and I'm not total- 
ly ignorant about this, but what I'm trying to say is by getting seri- 
ous, if Brazil wants to sell soybeans, Brazil wants to sell corn for $5 
a bushel, why can't the American Government as large as we are 
say well, we're going to sell it for $4 and we're going to break you. 
If you don't want to sell product at a profitable level, we'll play 
your game and we'll break you. 

Now, that's why I say it looks to me like we have to get serious. 
Maybe that's not a good neighbor policy. 

Mr. HucKABY. Let me try to comment on some of this, if I can. 
Bill. I agree with you, and I don't agree with you. It was somewhat 
of a straight jacket, but there's no doubt about it, Brazil is one of 
those countries that I would tell you about. 

I have been down there twice in the last 4 years. They have 
made significant Government commitments to expanding their ag- 
ricultural base. They have an area called the central highland^, 
that they have only been farming about 7 or 8 years, they are 
farming maybe 20 percent of it, and it's bigger than America's 
breadbox in the Midwest. I bet they are getting 50 bushels an acre 
for a )deld on soybeans. 

They are still building roads in the areas, building grain bins and 
just getting their intrastructure going, and train systems, etc. So, 
we're — the dry land rice down there, by the way, too. 

So, we're going to see some new type competitions that we 
haven't seen before. Other things — I told this little story last night. 
Japan, has you know, has been hurting American industrial mar- 
kets for years. Japan has had a policy for a number of years via 
pressure from the United States to cut back on their rice produc- 
tion. A few years ago, they were exporting rice. Here, lately, they 
haven't been. 

Well, for the last 3 years, the Japanese have come up with some- 
what short rice crops, and, so, for the first time, it appears that 
they are going to go out and actually import a little rice. 

So, naturally, we would like to sell some rice to Japan, and the 
Japanese call up the CBS News Network to come over and inter- 
view a few of us about this, what we have done about it, and my 
approach was going to be a little bit more than sure, we wanted to 
sell rice to you. But, that we wanted to compete. 

Japanese support the price of rice six times higher than the 
United States does, six times. But, the State Department came to 
me and said, oh, no, you can't really talk about that, you've got to 
recognize that this Japanese Government is very pro-American, 
and it is heavily farm oriented. 

They have not reapportioned their legislature since World War 
II. The farmers have disproportionate representation. They are pro- 
American. We want to keep it that way. So, you've got State for- 
eign policy considerations, is what I'm saying, in many, many in- 
stances, too, where they seem, unfortunately, to have a bigger 
stake than what we have in agriculture. 

We have just got to keep working each individual situation in 
each country as such. The Egyptian wheat deal of a couple of years 
ago, I think, was a classic of what we should be doing more of. We 
come in and hit the French, we undercut them because they werp 
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undercutting the world market. I think we need to be doing this in 
rice. 

Cotton is a little bit more unique kind of situation. WeVe got to 
protect our local domestic industry here, I think; 99 percent of the 
cotton they use is American cotton, not imported cotton. Japan is 
our leading buyer of cotton. They buy more cotton in most years 
from us than anybody else, although no rice. But, I don't think we 
could come around and subsidize the cotton that we give to them so 
that they can then turn around and beat our own local industries. 

So, the way to get around that is, if you'll buy cotton from us, 
we'll give you a little rice on the side or something like that. That's 
the way to do it. 

Mr. Emerson. Davis, we may move in the direction that you're 
suggesting out of sheer economic necessity. How long do you think 
that it would take us to get where you would like to see us be if 
your strategy were implemented? 

Mr. MiNTON. Initially, it's going to take longer than what I ever 
anticipated because Freddy and I have discussed it several times, 
we communicate back and forth, and we learned a lesson from the 
PIK Program and the severe drought. 

We saw market clearing levels or conditions exceed our invento- 
ry, and, yet, we did not see a come back in prices that we had an- 
ticipated. I think it stems from two things. 

One, the market, the export markets are not as fast for us to 
move immediately into to try and get rid of the commodity that we 
would like. 

Second, as has been pointed out by you, that the dollar is so 
strong that it puts us at an adverse position in the first place. 

So, I do not see a turnaround in one to two crop years. I think 
the program has got to have the same running opportunity that 
this last 4 years had to either succeed or fail, and I think the ad- 
ministration will have to stand in front of the freight train and get 
ready to get hit because there would be at least, I think, a 2-year 
period if there were no payment limitations and matching deficien- 
cy payments. 

But, at the same time, I think the problem would be self-correct- 
ing after that period of time because the rest of the Nation would 
realize, I would hope that they would realize, that we are going to 
move the commodity regardless of what it takes to move it. I think 
it would take a 2-year interim, at least. 

Mr. Emerson. I know that you talked to a lot of people. How do 
you feel your ideas are received in the rice community and com- 
ment, if you would, about how small farmers versus large farmers 
might view it differently? 

Mr. MiNTON. I think the rice industry in the State of Missouri is 
unique to a lot of other States. We do not have, as Freddy pointed 
out, a small acreage rice farmer. Most rice farmers in this State 
agree to payment limitations. 

So, you may not necessarily have a lot of acres of all the crops, 
but you have a pretty good rice base. Those farmers that are pro- 
ducing. 

I think as long as they are made to feel comfortable with the fact 
that they would still have the safety net at the target price, and 
realize that most of them can go to their rice cooperative and the 
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cooperative is the one that's actually receiving the loan rate, then I 
think that if they knew that they had the security behind them 
that somebody won't jerk the rug out from under them, I think — 
but, so many of us are already locked into the attitude that well, 
we're not— with the increase in payment limitations, we're going to 
have acreage reduction. We're afraid to leave a guaranteed situa- 
tion for what might be an uncertainty. 

I think it will move toward the concept without too much diffi- 
culty if it was presented as a workable— all aspects of the plan 
were presented as a working solution. 

Mr. Emerson. Thank you very much. I really think you have 
presented some excellent testimony. 

Mr. HucKABY. Our next panel is Mr. John Sanders, Cotton Advi- 
sory Committee of the Missouri Farm Bureau, Mr. James Fletcher, 
cotton farmer, and Mr. Max Moore, vice president and chairman of 
the Legislative Committee of the Cotton Producers of Missouri. 

Gentlemen, we welcome you. 

STATEMENT OF JOHN L. SANDERS, FARMER, KENNETT, MO 

Mr. Sanders. Congressman Emerson and Congressman Huckaby, 
we certainly appreciate your being in Kennett this morning. Your 
schedules are busy, we understand that, but your interest in seek- 
ing input from the local level on the agricultural issues is certainly 
to be applauded. 

In looking at our total economic situation, it should be recog- 
nized early that farm programs do not stand alone, that, in fact, 
the total worldwide economy will more greatly influence the eco- 
nomic returns of cotton production than farm program legislation. 

It is imperative that we not only address farm programs, but ac- 
ceptable solutions must be discovered and used to bring down inter- 
est rates, to reduce the Federal deficit, and the value of the dollar 
must be such as to permit and promote the movement of agricul- 
tural products into the export market. 

I contend that if the above mentioned formidable tasks are to be 
successfully accomplished, there would be much less need for do- 
mestic supply management or price supports for the farm segment. 

In addition, it must be recognized that commodity programs do 
not operate independently of each other. Acreage controls cannot 
be implemented for one commodity without impacting the acreage 
and the surpluses of others. 

Having these ideas in mind, let us proceed to review with a his- 
torical perspective, the impact various farm programs have had 
and attempt to draw implications for future cotton programs. 

May we first consider price support? In enacting the appropriate 
price supports, or loan rate, if you prefer, it's somewhat like seek- 
ing the proverbial needle in a haystack. Establishing a loan rate 
too low has the effect of either killing the cotton economy or it 
simply will not be used. 

However, on the other hand, establishing a loan rate that is too 
high is even more devastating. High loan rates will, over the long 
run, lead to production controls because they: One, stimulate the 
production; two, reduce exports; three, increase imports; and, four, 
increase Government stocl^. 
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Each of these four results in situations very unfavorable to the 
economics of cotton production. High price supports for cotton will 
ultimately lead to producing for the domestic market only, or to 
state that slightly differently, excessively high loan rates will lead 
to the production of less than 50 percent of our present production. 
A totally unacceptable situation. 

Price supports, in addition, pave the road to Government stocks 
and the Government stocks are not separated from other stocks, 
and these serve to dramatically depress prices over the long run. 
Supply management in this aspect has not been effective in the 
past. 

Acreage controls at an acceptable level do not reduce production 
to any great extent. Producers, myself included, invariably put the 
best soil into production and increase input to push the total quan- 
tity produced up. Economists term this as slippage. Many estimate 
that if a 15-percent acreage reduction program is implemented, 
production is reduced by only 3 percent. 

Having kicked around three farm programs, we must now turn 
to another concept. This one being target prices. There are advan- 
tages to the target price concept; however, before concluding, cer- 
tain disadvantages will also be brought to the forefront. 

Economically, the target price concept is good in that it permits 
the equating of supply and demand. The market will adjust, usual- 
ly downward, causing the market to clear. Lower prices are the ex- 
pected result of high target prices. And, I might add there with the 
Government picking up the balance. 

This brings one to the logical conclusion that target prices, which 
are too high, will ultimately result in either surpluses or Govern- 
ment costs which are not politically feasible. 

Now, how high is too high? Certainly it's too high if we're pro- 
ducing strictly for the Government's payment. Having reviewed 
the above farm program concepts, we must conclude that produc- 
tion controls must be the answer. Not necessarily. 

It could be true if we were willing to produce for the domestic 
market only, which I think is unacceptable. As we reduce produc- 
tion, China and other nations will increase their production which, 
in effect, over the long run, does not alter worldwide production. 

Limiting production will also have the result of losing markets 
that have been carved out for us by Cotton, Inc., and this continues 
to be a long and difficult task in itself. 

What then are the options for the next farm bill? It seems to me 
there are three available routes to seek. These include: One, 
moving to a free market; two, developing marketing quotas; or, 
three, fine tuning the current policy. 

First, if we move quickly to a free market system, this would 
create great economic distortion in the rural sector. Many, and I 
emphasize many, producers would be forced out of the business. 
The survivors would be better leveraged financially strong business 
organizations. A free market concept is good, but if that direction 
is taken, we must move there very slowly. 

It will be a very long, complex drive to remove obstacles, legisla- 
tive and regulatory, domestic and international, before completely 
free market would be fair to the masses. Marketing quotas or pro- 
duction controls probably are not feasible. These are somewhat 
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more palatable during times of low prices and price outlooks look- 
ing very depressed, over the long run. 

However, in better times, better prices, producers would be lined 
up at your doors insisting that the quotas be increased. 

Finally, fine tuning the current policy is likely our best alterna- 
tive. This would include adjustment of target prices and target 
prices should not increase when surpluses of cotton are already evi- 
dent. That would quite simply be counterproductive, thereby pro- 
viding greater stimulus for more production. 

Loan rates should be based on a formula basis relative to the 
world market and, thus, allowing supply and demand balance. EJx- 
ports should never again be used as a diplomatic weapon, .^ricul- 
ture is yet wallowing in the economic congestion because of past 
embargoes. 

In any program that's being considered for the future, flexibility 
should be maintained to have available an entire range of produc- 
tion adjustment mechanisms, including set-aside, diversion pay- 
ments and PIK. There use should be only periodic to disspell the 
adverse impact of long range Government control. 

While attempting to accomplish a fair and affordable farm pro- 
gram, please keep in mind that the general economic recovery will 
also do much for the agricultural sector. 

Congressmen, at this time, I would be remiss if I failed to bring 
to your attention one of the real success stories of your actions, 
that being the funding that you've provided to the University of 
Missouri, Delta Center, with the soybean breeding and nematod 
breeding program. 

The cost benefit of this program is absolutely phenomenal. Dr. 
Sam Anand is a very prolific worker and we now have soybean va- 
rieties available to us that are more productive than those previ- 
ously available. 

Many additional varieties are in the pipeline. Soybean producers 
in many States will benefit because you have seen fit to fund this 
very worthwhile jfe-ogram. 

Thank you. 

Mr. HucKABY. Thank you, Mr. Sanders. 

If we might, could we ask you a couple of questions now? 

I appreciate your very specific testimony, I really do. I agree 
with most everything you've said. You say loan rates should be 
based on a formula tied to world market price. How would you do 
that? We mentioned earlier maybe a percentage of the last 3 or 5 
years. Do you think that's the way we should do it? Maybe 80 per- 
cent or something? 

Mr. Sanders. Probably the longer term would be more fair to ev- 
eryone. We have seen such a volatile market. If we're going to use 
short term, then we're going to need to drop out the high and the 
low years. 

As to the specific percentage, I don't have a response to that. I 
haven't done the economic analysis necessary to give you a state- 
ment on that. 

Mr. HucKABY. But, you feel it probably should be a percentage 
type of — some number 

Mr. Sanders. 70, 65, 85. Probably somewhere in that range, but I 
think any time that we're building surplus for the Government to 
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hold, it's going to have an impact on our domestic market as well 
as the long range price depressing impact. 

Mr. HucKABY. You said 65 or 70 percent. Do you really want it 
that low? Let's say, I think if you took the last 5 years and dropped 
out the high and the low, the average price received by farmers 
probably was around 70 cents. Pretty close; 70 percent of that is 
about 49 cents. Would you want a loan that low or lower? 80 per- 
cent would be 56 cents. 

Mr. Sanders. As I say, I really haven't done the economic analy- 
sis necessary for that. 

Mr.HucKABY. I understand where you're coming from. 

Mr. Sanders. The lower that is, the more adjustments that 
you're going to have from each of us making production figures. 
Our production decisions for the next crop year. 

Mr. HucKABY. What about the target price concept? There are 
some who are advocating let's treat cotton like soybeans. Let's just 
have a moderately low loan rate and nothing else. 

Mr. Sanders. I think that's feasible, but we must move very 
slowly. We'll devastate our cotton economy if we don't. I don't 
think we can move from where we are today to a program like we 
have with soybeans in 1 year. 

Mr. HucKABY. How would you go about setting the target price? 

Mr. Sanders. I think probably the methods that have been used 
in the past are the right approach. I sometimes question the values 
that have been plugged in. The target price should not be one in 
which we end up reducing our Government paper. That is a short- 
term solution to a very long-term problem. 

Mr. HucKABY. Would you be in favor of maybe this concept, if we 
establish the loan as a percentage of the prior market, establish 
the target price also as a percentage of that loan or percentage of 
that market so that 

Mr. Sanders. I think that may be a practical approach, but I do 
not have those values that I'm prepared to plug in where that 
should be. 

Mr. HucKABY. What about bases? Do you think we should be 
able to expand cotton bases over the 1985 farm bill for the next 4 
years? 

Mr. Sanders. For those who are in the cotton business and 
intend to stay in the cotton business, I agree to a great extent with 
Davis Minton on that. When you have the ability and the desire to 
produce, you ought to be permitted to do that. 

Mr. HucKABY. Thank you, Mr. Sanders. I appreciate your com- 
ments. Mr. Fletcher. 

STATEMENT OF JAMES FLETCHER, FARMER, GIDEON, MO 

Mr. Fletcher. Tm going to depart from what I started to say this 
morning here a little bit, change course a little bit. 

This morning, we have heard a lot about supply and demand, 
world market prices. The simple fact is that we, as farmers, are ex- 
pected to sell our product at world market prices and, yet, pur- 
chase our costs at American subsidized prices. 
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In 1971, we bought a tractor and it took 89 bales of cotton to pay 
for that tractor. In 1982, we bought another tractor to replace the 
first one and it took 129 bales of cotton to pay for that tractor. 

Even with PIK and subsidy, in 1983, the cost of that tractor only 
dropped one bale of cotton. It's the American farmer who is subsi- 
dizing the American economy and not the other way around. 

We are the only ones who are expected to live by the laws of 
supply and demand while those that we purchase from have the 
guaranteed wage, guaranteed homes, and all other sorts of subsi- 
dies. 

We are accused of always feeding several troughs. Actually, it's 
the American people who suck the blood out of the American 
farmer. 

I'd like to make these recommendations. First, the one I know, 
has about as much chance of being passed as a snowball in hell. 

We should receive no less than 100 percent of parity, eitiier 
through the market or through a combination of market income 
and subsidies. 

Second, Congress should reassert its constitutional mandate to 
defend the currency by removing the control of the currency and 
interest rates from the Federal Reserve Board, who are a group of 
bankers controlling bankers. That's much the same precept as plac- 
ing the foxes in charge of the henhouse. 

Third, or perhaps 2-B, is getting the interest rates down so that 
our dollar will be more in line with other world currencies and 
thus allow American farm commodities to compete more effectively 
in the world markets. 

With regard to these last two recommendations, I have previous- 
ly submitted a plan to Congressman Emerson and two other Con- 
gressmen on the steps that could be taken to implement these rec- 
ommendations. 

Finally, the Federal Government should create a system of 
export subsidies that would allow our farm commodities to com- 
pete, even though they are produced at high American costs, as 
compared with lower foreign costs, and also to counteract the subsi- 
dies of such nations as EEC and Japan. 

We have our backs to the wall. Unless something is done, the 
American farmer is going to be as extinct as the dinosaur, and 
when that happens, there's going to be widespread hunger and 
want in this country, the Nation of plenty. 

I would like to finish with a quotation of William Jennings 
Bryan, who said, "Destroy your cities and they will appear again as 
if by magic. Destroy your farms and grass will grow in your city 
streets." 

Thank you. 

[The prepared statement of Mr. Fletcher appears at the conclu- 
sion of the hearing.] 

Mr. HucKABY. Thank you, Mr. Fletcher. Mr. Moore. 

STATEMENT OF MAXWELL RAY MOORE, VICE PRESIDENT, 
COTTON PRODUCERS OF MISSOURI 

Mr. Moore. I am Maxwell Ray Moore, a full time row crop 
farmer from Homersville. I produce cotton, soybeans, wheat, and 
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milo. I am the vice president of the Cotton Producers of Missouri, 
and I am representing this organization. 

We are experiencing many changes on the farm. We know the 
number of farms, small farms, and the number of large farms are 
increasing. We also know that the number of midsize farms are de- 
creasing. 

Over 95 percent of all major crops are produced by the midsize 
and large size farms. The main occupation of nearly one-half of all 
farms isn't farming. So, the midsize farmer is slowly fading away. 

The farmers need loans and target prices at protective levels so 
they can survive the political embargoes, weather, and the many 
other uncontrollable circumstances that we have to encounter. The 
Federal Crop Insurance Program is not the answer in its present 
form. 

We cannot borrow our way out of the financial trouble because 
interest is too high. Farming is so diversified that we work against 
each other and we, as producers, cannot control our production and 
survive without help. 

We favor eliminating the $50,000 limitation, so all farms will be 
participators. We also favor binding contracts for all producers par- 
ticipating in the program. 

Parity is a word that many people in Washington do not wish to 
discuss. However, I would like to make a quick comparison. 

In 1973, the best combine sold for about $20,000 or the approxi- 
mate value of 5,000 bushels of soybeans. In 1983, 10 years later, the 
cost was about $100,000 or the approximate value of 20,000 bushels 
of soybeans. Farming is the only industry getting less for its prod- 
ucts now than 10 years ago. Recovery has not trickled down or 
reached the farm in any other form. 

A neighbor and friend of mine described the farmer's plight and 
financial situation pretty well the other day. 

We have a custom here in southeastern Missouri of waving our 
hands as a gesture of greeting when we meet someone on the road 
that we recognize. He said he was driving down the road the other 
day, thinking about his financial situation, when he got a glimpse 
of something on the road. So, he waved his hand and quickly decid- 
ed it wasn't a person. When he looked back over his shoulder, lo 
and behold, he had just waved at a dog. So, gentlemen, the finan- 
cial situation of the farmers in southeastern Missouri is pretty seri- 
ous. 

On behalf of the Cotton Producers of Missouri, we want to com- 
mend you for coming to Kennett to hold this hearing. This is the 
first opportunity in my lifetime that I have ever had to attend a 
meeting of this type, this near home. We especially want to com- 
mend Congressman Emerson for his work and influence. 

We have copies of this prepared statement, along with our re- 
sponse to the questionnaire received from Congressman Emerson 
concerning this matter earlier. 

Grentlemen, again, we want to thank you and we appreciate you 
coming to Kennett. 

[The attachments follow:] 



Digitized by 



Google 



28 
Coffon Producers of Missouri 



P.O. Box 101 • Kennett, Missouri 63857 



The agricultural economy cannot be jrfree" and independent from federal 
subsidy programs. ./ '^ "^"V'*^ 



The fanner needs loans andftaxget prices at. protective levels so he 
can sxirvive excessive floods, drought, embargos and the many other uncontrollable 
circun stances that he may encQunter. - :;,^ i A 

The farmers future is decided by lending institutions and federal 
agencies and politicians. They haiye about as -much Influence • over their own 
fate as they have over their own crops"'?^*^ /•^^d'J "?* 

Like steel mills and textile.jplahts, farms 'are a resource of America, 
lliey give us our food and fiber at the\lowest- -price i.n-;the world today. They 
sustain an entire nation and part, of , the" world "beyond our borders; they 
provide neeurly one-half of^our nation's exports;' they give us bartering power 
in world markets at a t'.^e"- America's' industrial j^scle is growing softer. 

America had better pay attention to this economic giant and make sure 
that it isn't weakened by natural and.. economic forces beyond our control. 
Farming is a resource that cannot he /eBsily restored, even under the best of 
conditions. When it.*^suffer8 iinder the. worst vof conditions, the price tag is 
almost unbelievable./ \ , / \ 'K ; ; 

Whatever the Icost^tx) preservie.and.jsustain agriculture^ .it is small 
compared-to the cost-of^os«»g-*^~7iforeverrj -• 



Cotton Producers of Missouri 
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Cotton Producers of Missouri 



P.O. Box 101 • Kennett, Missouri 63857 



^7 



Jiay 31, 1984 



Director, Analysis Division 

Room 3741-S ASCS-USDA 

P. O. Box 2415 

Washington, D.C. 20013 /"^^^x^-^ 

Our organization would liHe to Isiibnit the following reconBiefflSationa in 
reference to the 1985 Upland Cotton' Pr&gr an. Ntiiiberfi;l\thro4i|rh 9 below refer 
to your news release dated Jun» 3^^1984 attached; i A^^_ * ^ 

(1, «och»,e. \.k^-'iM-y 

(2) The established target price to be escylatia to/BG ^e^ntt per pound. 
Also to eliminate the ?5Q/oOD.i)0 lijnit'Ation'^on goverisnent payments. 

^ \ S'--- - ■ --^,- '■ - 

(3) Yes, to establishing an acreage -reduction progran* The level of 
acreage reduction should -.not., exceed -15%.' ; The acreage basis for the 
acreage reduction jarogram'ypuld- be established based on 2 year 
planted acres, ,'-*;r' • } • ^ ' O V' 

t * ** ■ * ••■ 

(4) We oppose a vcM.untary acreage reduction program. 

(5) The percentage of- the diversion should not exceed 15% reduction and 
no pay divereimi. 



iff setting compliance*. >■ -^ /, 



(6) We oppose offsetting 

(7) We oppose ponnltting-J'JiayJjtig ^id^gra2irig;!of,,ac^^ conservation . 
reserve landTd!f -an'^'cf^age^^reductionr^i^ogram is established*.. . 

(8)' We are in favor'*oT«b'indingi:£ontract:v''l>e ^eljiiircid ~^ 
participating in aiiy '^acreage 'xeduction program. 

(9) No comment. \^ f ' 

••V ? ? 
Respectfully submitted, 

George -Paul- -Barr is 

President 

Cotton Producers of Missouri 
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UnitBd States 'V USDA N9ws Division 

Department of ^ Room 404 -A 

Agricufture ^ * * Washington, DC 20250 

Office of -^ Robert Feist X202) U7-6789 

Information Berry Jenkins- (202) 447-9281 

USSA REQUESTS COHMENTS ON 1985 UPLAND COTTON PROGRAM 

VASUIHCTON, June 5— The U.S. Depertment of Agriculture Is seeking 
public coaoents on soae aspects of the 1985 upland cotton prograB prior to 
making decisions on the prograa, a USDA official said today. 

Everett Rank, administrator of USDA's Agricultural Stabilisation and 
Conservation Service, said decisions on 1985 program provisions will be based 
on the public's recoaDendations, the most current data on U.S. "and wrld crop 
conditions and supply and demand. 

Specifically, he said, USDA is asking for comments on the following: 

the loan rate for the basic grade of upland cotton (strict low 

(O middling 1-1/16 inch, mlcronaire 3.5 through 4.9) at average U.S. location. 
* This base loan rate — Which by law cannot be less than 55 cents per pound -- 

will be determined according to a statutory formula using domestic and world 
price data. 
- ^ — the established target price, which by-law cannot b« less thaff - 

. "^* 81 cents per pound. 

^ ^ whether USDA should es-tablish an acreage reduction-program-^ndT-if 

CVJ Vot the^evel df reduction and-how ^acreage ^beses- for -the acreage reducc4o» 
' • program-would be-established. ^ • - 

• (1^) : £ti« a^proprlatt national program acreage and voluntary -reduction 

.-."i— ■• ' pcrcestagm If »& acreage reduction program !» aiiDftuiiced. 

.■ej^\ - irtietber USDA sbauld eitablltfh a paid land diversion program and if 

. . ., ^ so, the percentage of The diversion and level of payment. 

■;|^,^r- ,."r ubether t* r«iulT« offsetting. 9P«pUa«ce if an acreage.redoctlom 
t".:' .■■- '"program 1« established. ... 



• .:- whether to permit hayli]«'and grazing of acreage consezvatlom 

'^^^%''... reserve laod if an atreaf* xedutclon program is estabUshed. =•• •• . 

^ \.ty^ ■ vhethct binding con tracts" should be required for producers 

. participating in mny acreage-reduction program. 
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\ I J — the loan rate for seed cotton. 

Raidt said current law requires USDA to iapleaeDt at least's 5 percent 
land diversion prograa if U.S. cotton stocks on July 31, 1985 are projected to 
exceed 3.7 Billloo bales. If a land diversion prograa is in effect, an acreage 
reduction progr an of not sore than 20 percent nay be established. 

If a coBbined diversion prograa and acreage reduction progran is 
inpleaented, any reduction above 25 percent must be under the land diversion 
prograa. ' 

Further-decails-concerning -the- 1985-upland-cotton-9rograa~are • ■ 
scheduled to appear in the June 6 Federal Register. - 

Cobaents should be -sent to-dircctor. Analysis Division, rooa-3741-S, 
ASCS-USDA, P.O. Box 2A15, Washington, D.C. -20013. 

The coaaents, vhich aust be received no later than Aug. 6, will be 
available for public inspection in that rooa during regular working hours. 

Mr. HucKABY. Thank you very much. 

I would just briefly like to ask you, Mr. Moore and Mr. Fletcher, 
since you have mentioned parity also, and Mr. Fletcher was specif- 
ic about 100 percent of parity. In 1983, 100 percent of parity for 
cotton was a $1.19. 

Who are we going to sell it to at that? Our domestic mills are 
actually going to buy less this year than they did last year because 
of foreign competition. 

Tm for getting it if I can figure out how we can sell it. 

Mr. Moore. OK. I did not escape 100 percent of parity. I did 
something. In other words, when it takes the differential that we 
have had the last 10 years, that's kind of out of need from what we 
buy to what we sell. 

Now, another thing that I noticed that Mr. Fletcher and I are 
older than the younger people that testified on the rice, to give you 
an example. 

I think you're going to see a different opinion of my age group 
than their age group, along with Mr. Sanders. For an example, in 
my opinion, I don't think that we can deal with age, we can't have 
our cake and eat it, too. We cannot have loans and target prices 
and be of age, too. 

We just can't hardly do that because we're going to take one 
farm out here and going to build a base on it and we're going to 
hold back on this other one and live on it. We have to have some 
kind of stability. 

Now, where that number is, you can't have 50 percent cut and 
reduction and have mandatory controls, but you ve got to have 
some kind of a reasonable cut in production, and we re going to 
have to have some kind of controls, in my opinion, in the form of 
the Government because we cannot control ourselves to make all 
our production ourselves. 
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Our No. 1 enemy is ourselves. We are overproducing. That's ex- 
actly what's wrong with agriculture today. We are overproducing 
and we're going to have to have some form of 

Mr. HucKABY. I basically tend to agree with you. I mean, we've 
got 15 y2 million acres of cotton base today, and we're able to sell 
less than production from 12 million, and, yet, we allow expansion 
of base. From an individual point of view, it's nice to have that. 
Perhaps we should let people plant outside the program, but not 
allow them to build bases if they plant outside the program. 

I don't know. There are no easy answers. We are compounding 
our situation. Since the last farm bill, we have increased the base 
more than 1 million acres. 

Mr. Moore. Right. 

Mr. HucKABY. How much more we would continue to increase 
would depencj japon 

Mr. Moore*.' Our base is going to continue to build, and then the 
price is going to go down to support it. 

Mr. HucKABY. There have also been proposals floating around of 
establishing base on actual planted acres in the next farm bill, 
which we think might reduce bases. 

Mr. Moore. I would like to add one thing since my age group is a 
little older than the other one. 

I have lived through most of the farm programs. I can remember 
the A and the B program and all that stuff. I can remember during 
those times and I don't want to get into that condition, but I can 
remember those times that the Government payments — at that 
time, I was farming about one-third the size when I left. 

The Government payments that I got in 1 year, that was my 
gold, to try to have as my net profit from what I received from the 
Government, and I tell you what, I had about 3 or 4 years in there 
that I only missed it about $1,000 a year. 

Mr. HucKABY. Thank you. 

Mr. Fletcher, would you care to comment on how we can sell our 
commodities if we price them at 100 percent of parity? 

Mr. Fletcher. Parity is a nebulous statement that I have never 
really 

Mr. HucKABY. It was actually, as you know, based on the heyday 
of agriculture, that brief period of a few years there when the 
prices were significantly higher than they had been in other time 
of history in agriculture. 

Mr. Fletcher. Parity to a California cotton grower is much dif- 
ferent than what it would be for us here in the bootheel. 

My own definition of parity is that we, as farmers, should receive 
'^ a return on our investment that is equivalent to what other seg- 
ments of the economy are receiving. 

I see no way of doing this except through subsidies and I don't 
see you, the Congressmen, being able to accomplish a whole lot 
from that. 

So, it looks to me like it's a no-win situation for agriculture. We 
cannot continue to pay inflated American costs for our machinery 
and our production input and still have a farm. 

I think the lower interest would help. I think a next door subsidy 
program that would compete with the EEC and Japan would help. 
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I like this flour deal with Egypt or Algeria or wherever it is, and 
go out there and get the market. 

Acreage controls are fine for all cotton except for one problem, 
we make most of our money down here in the bootheel in soybeans. 
Anytime we reduce bases, that extra acre goes into storage bin and 
drives the prices up. 

So, I wouldn't want your job. 

Mr. HucKABY. Bill. 

Mr. Emerson. Max, you mentioned the Federal Crop Insurance 
Program, and I agree with you, I don't know anybody that likes it 
in its present form. I really don't. 

But there have been several other references here this morning 
to a need for a workable insurance program when we have disas- 
ters of the sort that we had last year, and I'm just wondering, I 
would invite each of the three of you there, any one in the audi- 
ence, you don't have to gi^ me the answer right now, but I really 
would like to have some specifics for my own use as we get into 
this writing of the farm bill next year, is what would constitute a 
workable crop insurance' program and how ought it to operate so 
that, you know, we don't have tremendous administrative delays 
and what have you and what would be the reasonable price and 
how ought it to really operate. 

I invite all of you to comment on it now, if you want to, but this 
is something that I've been very concerned about and something I 
think we need to get into pretty heavily next year and I'd just be 
interested in what your practical recommendations would be. 

Mr. Moore. I really don't know the answer to that question be- 
cause I haven't thought of it in that form because in the present 
form, the only ones who are participating in the Federal Crop In- 
surance Program are the ones who think they have a greater 
chance of losing or missing the crops than they do of making more. 

So, in my situation, I think I have a greater possibility of making 
a crop than I have of losing it. So, I don't participate because it just 
doesn't fit my farm situation. There are some things I think you 
can make some changes in that would be good, but I can't answer 
any one specifically right now. 

But, I will work on that and we'll get back to you. 

Mr. Emerson. Good. We can talk further. Anyone else want to 
comment on that? 

Mr. Fletcher. The Crop Insurance Program should be one that 
covers the production costs. I have examined the crop insurance 
program and I can't make it fit my needs because they want to — 
the income is phased out up through the year where our produc- 
tion costs go into them about the first month of the crop season. 

We've got most of our money spent by the time the first month is 
over, and, yet, their payoff comes in progression as you get further 
into harvest. And, then I've also found that their attitude — most of 
this land, harvest land down here can't operate. Their need comes 
from the Federal land mortgages, so their program doesn't fit a 
landlord's needs. The landlord's needs are taxes, building up heat, 
interest, and they don't cover these. I think somebody needs to get 
the farmers together and 

Mr. Emerson. That's what we'd like to do. 
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Mr. Sanders. There are some crop sharing programs that Tm 
sure you gentlemen are aware of. It has been my observation that 
those programs have been poorest when the producers' backs were 
strictly up against the wall and it's been unpalatable for the future 
production. So, we may arrive at that point somewhere down the 
line, but we won't run rapidly to try to jump on that train. 

Mr. HucKABY. Thank all of you so much. 

Our next panel is Mr. John Howell, Mr. Chuck Ernest and Mr. 
A.C. Culpepper. 

If you gentlemen would come forward, please? Mr. Howell, would 
you like to proceed? 

STATEMENT OF JOHN A. HOWELL, OWNER, STOKES BROS. GIN 

CO. 

Mr. Howell. Thank you, Mr. Chairman. 

Out of consideration of time, I have a written statement that I 
would just file. If I had the answers, none of us would be here. 

If you had the answers, you wouldn't be here either. So, if some- 
body that's not on the program has the answer, come up here and 
talk about it. I'll give you my time. 

I would like to sum up basically most of the things, I think we're 
down to the point where we are repeating what others have said. 

The farming community is in trouble. We're being left behind as 
the economy is being turned around and the farming community is 
being left behind. One of our major problems we have at this par- 
ticular time is the strong dollar. 

I'll guarantee you that if the farmers in this area have strong 
dollars, they wouldn't be here today. A strong dollar is eating us 
up. Now, for the people that have them, it's great, for the people 
trying to sell a product, it's terrible. 

According to the Memphis paper last week, the head of the West 
German Cotton group made the statement, "Your American cotton 
is a price that is very attractive, but we can't afford it even at this 
price." Because of the exchange rate of our dollar. 

So, when you're considering this farm bill, let's don't get locked 
into a program that you're talking about for 4 years that when 
these fluctuations come around, they are going to eat us up. That's 
what's eating us up now. 

The American producer can produce and surprisingly enough 
most of the American farmers are very consumer oriented because 
we all sell low and we purchase high. There are very few farmers 
that will ever run up the price of the groceries on their table by 
selling high because usually we wait till the prices have fallen 
before we sell. 

So you can never accuse us of being an enemy of the consumer, 
we are a provider to the consumer. 'There is one point which has 
been passed over a little bit. Mr. Fletcher referred to it just briefly. 

When you look at this program, I think this has been a policy of 
all programs in the past, yes, your $50,000 limitation does limit 
participation in any program. But, there is also a limitation down 
on your small farms which totally constitute a large acreage, and 
that is that even though you may think so, or the city person may 
not think so, that the payments are so small that when you get 
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down to your small farms that maybe is owned by an investor, by 
the time the producer and the owner split the payments, it's not 
worth it to either one of them. 

So, youVe got a problem on the top of the $50,000 imitation for 
the big man, youVe got a problem on the bottom of when you start 
dividing payments, it's not worthwhile to either one of them. 

I think Mr. Parker testified before on some of his farms he goes 
to and some he doesn't. That is what these programs get into when 
you have this type of division between investors and the operators. 
And, insofar as the remark that was made about the $20 billion 
spent in the farming community, frankly, we kind of feel like they 
spill that much off the people up there sometimes in Washington. 
We — like the drunk who drank a fifth of whiskey, he said I spill 
that much. 

Well, we feel like maybe they spill $20 billion every now and 
then. But, when you look at the total economy of the United 
States, I don't think it's out of bounds, and this farming communi- 
ty will turn around. We do a very big job. Our price structure right 
now is eating us up. 

It's kind of become the fad here in southeastern Missouri within 
the last 3 months that really the best program we have heard of 
can try to cure or help our farming programs to keep us in busi- 
ness is to win the Illinois' lottery. 

There are more tickets being sold on the lottery in Duncan 
County now than there are any other facet of the farming industry. 
So far we hayen't had a winner, but we're hopeful. Maybe the $40 
million would keep a farm in business for awhile anyway. So, we 
do appreciate your coming here. We don't have the answers. We 
hope that totally the input throughout the Nation will provide, if 
not a total answer something that the farming community can go 
along with the rest of the country and progress. 

Thank you. 

[The prepared statement of Mr. Howell appears at the conclusion 
of the hearing.] 

Mr. HucKABY. Thank you, sir. Mr. Ernest. 

STATEMENT OF CHARLES R ERNEST, PRESIDENT-ELECT, 
SOUTHERN COTTON GINNERS ASSOCIATION 

Mr. Ernest. Mr. Huckaby, Mr. Emerson, welcome to Kennett in 
southeast Missouri. We are indeed pleased to have the Cotton, Rice, 
and Sugar Subcommittee out here in the country visiting us and 
listening to our opinions directly. 

Macon Edwards and the National Cotton Council well represent 
the cotton producers in Washington, but most of us in this room 
rarely have the opportunity to speak for ourselves. I believe, noth- 
ing makes such an impression as a face to face visit between Con- 
gressmen and constituents. 

I'm Charles Ernest. I live here in Kennett. I am a producer and a 
ginner. I run a cotton gin and manage farmland that has been 
family owned since 1899. President-elect of the Southern Cotton 
Ginners Association, representing 83 percent of ginners in the Mid- 
south area. 
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Tm a Missouri delegate to the National Cotton Council. Missouri 
is an important cotton State. Most folks in Missouri probably don't 
realize that. Even here where we depend so much on cotton econo- 
my for prosperity, we cotton producers sometimes sell ourselves 
short also. 

The fact is Missouri consistently has more cotton production 
than the Old South States of Virginia, North Carolina, South Caro- 
lina, and Georgia, more than New Mexico, more than the truly 
marginal States of Florida, Nevada, and Kansas. Of course, being 
on the northern edge of the Cotton Belt, we have special problems 
growing cotton. * 

The University of Missouri, Delta Center, at Hornersville, re- 
leased two new cotton varieties in the last 4 years, and is currently 
working on a narrow row cotton production system particularly 
suitable for our short growing season. Continued research at the 
Delta Center will help keep us competitive with other cotton grow- 
ing regions of the country. 

Missouri has a reputation in the trade for quality cotton. Our 
crop is known for its long staple, fiber strength, cleanliness and 
whiteness. Missouri cotton is the sort of high quality cotton that 
domestic mills desire. 

In the cotton year of 1980, for instance, 93 percent of Missouri's 
crop was consumed domestically. Our crop provides jobs not only in 
the region for gin workers, warehouses, merchants, truckers, but 
also for the domestic textile mills on the east coast. 

Our Missouri cotton crop is an American crop for American 
workers and American consumers. In Missouri, we don't export 
jobs. 

I feel it's important to point this out to assure the gentlemen of 
the subcommittee that when you, as Congressmen, make a commit- 
ment to cotton research at the Delta Center, to research at the 
Stoneville Ginning Lab in Mississippi, the producers in Missouri 
through 1985 farm bill, we of Missouri will be in the cotton produc- 
tion business for the foreseeable future. 

Let me now speak more directly to the farm bill. Very often, 
when ginners and producers talk about crop situations, we have to 
include the role of the Department of Agriculture. The business of 
farming is obviously intertwined with USDA, but the fate of many 
businesses which do not actually operate farms also are tied to the 
policies of the Department. 

Just to name a few, chemical dealers, fertilizer dealers, tractor 
and implement dealers, ginners, warehouses, cotton brokers and 
merchants, cottonseed crushers. 

It is easy to say that what is good for the producer in terms of 
farm policy is good for agribusiness, and in the longer term, that is 
essentially true. Usually the suppliers I have mentioned are reluc- 
tant to acknowledge any difference at all for fear of offending their 
good producer customers. 

Well, the important difference is volume. The Department is 
willing to subsidize the producer based on a reduction of volume of 
his cotton product, but the Department is not willing to make up 
that loss in volume to volume base of businesses, such as cotton gin 
or warehouse. I'm not going to suggest such a proposal is appropri- 
ate. 
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Here we are, only a year away from a tremendouslv expensive 
PIK Program, expensive not only to the Government, but to farm 
suppliers as well through the phenomonon of loss volume. This 
year, we had a 25 percent acreage reduction. In 1985, the Secretary 
has announced a 30 percent acreage reduction. How did this 
happen so quickly? 

When the Department takes away 30 percent of our cotton acre- 
age, it takes away 30 percent of our income. And, let me ask a rhe- 
torical question. If we cut Congressmen salaries 30 percent, it 
would hurt pretty bad, wouldn't it? 

Every acreage reduction announcement has a hidden expense in 
terms of reduced volume. The 53 gins of Missouri and all other sup- 
pliers hire fewer employees, work them less, pay them less wages, 
make less profit, pay fewer taxes, and the whole cotton economy 
contracts. 

Having said this, I don't want to leave you with the impression 
that producers should be left to the tender mercies of the market- 
place, nor am I critical of the Secretary or of the writers of the PIK 
farm program. 

In fact, the response I hear from other ginners is that the basic 
structure of the program is sound. It's part of the target price re- 
flecting the cost of production, and the loan price based on world 
prices establishes a floor and a cash payment would necessarily 
make the difference. 

As my ginner friends indicate, they would like to refine the cur- 
rent system rather than create an entirely new program. In the 
National Cotton Council hearings, the question was posed, how do 
we get acreage reduction and keep supplies in balance with 
demand and still ensure a higher market price rather than a lot of 
subsidy prices? 

Well, one answer is to reduce the cotton base. There are incen- 
tives to avoid any program participation which requires acreage re- 
duction. The $50,000 payment limitation, lack of a cross compli- 
ance, unrealistically high target prices, zero certification, payment- 
in-kind, all encourage producers to avoid the intent of acreage re- 
duction programs, either by complying on farms with a cotton base 
and planting outside the program on farms with no base, or simply 
by ignoring the program altogether. 

The result has been the creation of phantom cotton acreage. This 
is acreage which would not have been planted to cotton were it not 
for the acreage reduction program in the first place, or acreage 
which has not been in cotton and will not be planted to cotton but 
which still has a base. The phantom acreage might be as high as 
2.9 million acres. That is about 19 percent of the total cotton base. 
The problem with phantom acreage is that the Secretary must take 
the national base acres into account when determining if acreage 
reduction is desirable for the coming year, and the phantom acres 
are included in that base. 

Consequently, the set-aside percentage is too large, the incentive 
is to produce outside the program which increases and the national 
cotton base expands. 

The solution to the base problem is to cut the Base to a level 
comparable to actual production, that is 20 to 25 percent. One pro- 
motion talked about in producer group is to cut everybody's base 
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by 25 percent. So, if Pete Grow has a 400 acre base, we'll just take 
away 100 acres. That will leave him with 300 acres, and he'd be 
free to rebuild his acreage in a couple of years. With either the 
loan or the target price in that time, he'd be stuck. 

Well, here in Missouri, we have worked hard to keep our cotton 
base acres up, and as a landowner and cotton producer, I would 
resent the Department taking away from me such a large chunk of 
my base. I feel most other producers would feel the same. 

The other approach is to eliminate the phantom acreage. That is, 
to recreate the whole crop base using the 2 to 5 year average of 
actual planted acres as the new base. For instance, the 3-year 
standard would result in 11.2 million acre base, 4-year standard, a 
12 million acre base. That is well within the reasonable range of 
acreage which would provide adequate supplies without dropping 
the prices. 

Elimination of the phantom acres is a reasonably clear thing to 
do. After all, the land has not been growing cotton, so it will not 
grow cotton again, why do we consider it cotton land? 

This proposal will discomport some, but it will selectively affect 
noncotton producers. To slash every base 25 percent will offend 
every cotton producer. 

The main result of this reduction is twofold. One, maintain the 
base for farmers who actually produce the cotton crop. And, two, 
allow the Secretary to anticipate in a more realistic fashion the up- 
coming year's production and thereby reduce the frequency of the 
acreage reduction programs and reduce the percentage when some 
reduction is profitable. 

I believe that most farmers prefer a free market and think the 
Government's proper role is to step in and dampen the sudden 
change in the market value, but not to subsidize the farmers indefi- 
nitely. 

The present farm support program, consisting of the target price, 
loan price, and the deficiency payment, is fundamentally satisfac- 
tory, which allows the free market to function and it cushions the 
effect on farmers when prices are low. 

The present acreage reduction program needs fine-tuning, not a 
major revision. All acreage reduction programs have tremendous 
hidden expense to farm suppliers who are dependent on volume for 
income. 

The elimination of phantom acreage will allow the Secretary to 
make realistic program decisions and to rely less on acreage reduc- 
tion orders. Gentlemen, you have a hard task ahead of you in writ- 
ing the new farm bill, and I wish you the best in doing that. 

Thank you. 

Mr. HucKABY. Thank you, Mr. Ernest. 

I'd like to ask you one brief question. You're certainly aware of 
this phantom acreage problem. Are you suggesting that we start 
out in crop year 1986, the beginning of the 1985 farm bill, with ev- 
eryone with the base that they have at that point in time, and then 
go forward with maybe actual plantings based on 3 years? How 
would you implement what you're talking about? 

Mr. Ernest. I would just re-create the base from 1986, 1985, 1984, 
maybe 1983, whatever you planted, that's your base. 



Digitized by 



Google 



39 

Mr. HucKABY. Are you advocating 2 or 3 years? I mean, you have 
the problem now where we can build it 2 years. 

Mr. Ernest. I think it's basically immaterial whether it's 2 or 3 
years. 

Mr. HucKABY. I think you have a very valid point there. I have 
not seen any estimates near as high as what you're sa3dng here is 
the amount of phantom acreage. We're thinking of 1 million, 2 mil- 
lion bales; you talk here in excess of 4. But, certainly that would 
help our program. 

Do you think farmers should be allowed to build base in the new 
farm bill? 

Mr. Ernest. We ought not be allowed to build base, if you're 
going to participate in the program. I think that was what Max 
Ray said. 

Mr. HucKABY. But, if you plant it outside the program, which I 
assume we will allow, I think there are certainly many people hit 
by the payment limitation, can you build base if you have that? 

Mr. Ernest. If somebody thinks they can make a profit doing 
that, I think they certainly ought to. Here in Missouri, we have a 
whole different situation of folks than Texas and California. 

Mr. HucKABY. Fine. Thank you. 

Mr. Culpepper. 

STATEMENT OF A.C. CULPEPPER, VICE PRESIDENT AND 
GENERAL MANAGER, DUNKLIN COUNTY COMPRESS 

Mr. Culpepper. Mr. Chairman, friends, it's really to get all the 
input on the farm bill, and I'm a warehouseman. I'm connected 
with the Kennett Compress Warehouse operation here in Kennett. 

Our primary concern in the cotton in Missouri is that we're a big 
employer, a seasonal employer, but as most of us know, cotton 
dollar moves about 7 or 8 times between the people. We are a big 
employer. People have been down to my place of business this 
morning. I know about 50 people we turned away that we can't use 
now. I realize how important cotton is to southeast Missouri. 

My grain friends are going to be kind of mad at me, but they 
harvest the grain, put it in 18 wheelers and they haul it to the 
store over at the river. But, cotton, you can gin it and hand gin it 
and haul it to the cotton compress. We feel like the cotton is real 
strong and we should keep the cotton here in southeast Missouri. 

Thank you. 

Mr. HucKABY. Thank you, Mr. Culpepper. 

Thank you, gentlemen. 

Our next witnesses are Mr. Earl BuUington, manager of Produc- 
tion Credit Association, and Mr. Cecil Williams of the Agriculture 
Council of Arkansas. 

Gentlemen. 

STATEMENT OF EARL L. BULLINGTON, PRESIDENT, 
CARUTHERSVILLE PRODUCTION CREDIT ASSOCIATION 

Mr. BuLUNGTON. Thank you. 

I will be brief this morning. I'm going to address my remarks in 
a little different direction than what some of you have been. 



Digitized by 



Google 



40 

I am Earl Bullington of the Production Credit Association. And, 
for Congressman Huckaby, we serve Dunklin and Pemiscot Coun- 
ties. We loan about $50 million to little over 700 farmers in this 
area. 

First, as has been mentioned earlier, I want to thank you, Mr. 
Chairman, and Congressman Emerson, for bringing this hearing to 
Kennett. This is a kind of rare occasion. It's not too often that you 
get to testify before a congressional hearing in your own area. 

I want to also brag a little bit on our Congressman. We do appre- 
ciate the job our Congressman is doing in Washington, and for 
making himself and his staff available to all of us at all times. 

I just visited a little bit with Congressman Huckaby last night, 
and I know he has a district very similar to ours, and just really 
within that short time, I know that he's also concerned about the 
farmers' welfare as our Congressman is. 

This morning, we have already had many capable individuals 
testify in respect to what we need in the cotton program. They 
have done a good job in pointing out these needs, so I m going to 
direct my remarks in another area. 

I would say that cotton is a major part of the industry in our two 
counties, and we have about 80,000 acres of cotton in Dunklin 
County this year and around 50,000 acres in Pemiscot County. Last 
year, due to the drought and PIK Program, the cotton acreage was 
cut in half. I have been with the organization 29 years and during 
that period of time, we have experienced many set backs. I'm talk- 
ing about we, the association and the farmers. 

In 1957, being one of those, we were flooded out that year with 
over 100 inches of rain. In 1980, being another, we were devastated 
with drought and heat that year. But, none of these years have had 
the impact that 1983 had. 

I think 1983 left no farmer untouched. Let me say something else 
to emphasize this point. In 1983, normally, in our area, we have a 
normal reduction in farmers at the rate of around 4 percent per 
year. This is done through retirements, farmers moving to other 
areas, deaths, and a few quitting because they are unable to get fi- 
nancing. But, in 1983, this figure more than doubled. It went to 10 
percent, and that, I think, in itself, tells about the plight of the 
farmer today. 

Even the good farmers are having some problems today. It's not 
just those mediocre farmers that just produce an average crop in a 
good year. 

The point I'm trying to make is in spite of the fact that our farm- 
ers are buying only what they have to have to make a crop, they 
are still going broke twice as fast, and we've got some dam good 
farmers and some good managers. We think we've got some of the 
best farmers in the United States right here in this area, and if 
they are in trouble, we can imagine what the other areas are like. 

We know that with just a little more, we can produce a crop, and 
we hedge against that problem. In the last 5 years, according to our 
records, we can now irrigate 10 times more acres than we could 
going into 1980. 

Our real problem is, and I think^Mr. Howell pointed out, we 
cannot control the price of gold and we cannot control the price of 
the U.S. dollar, and it seems that in today's market, that has more 
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effect on what we get for our cotton and soybeans, wheat, milo, 
than maybe what we produce or not produce. 

So, Fm simply saying here today that we have got our problems, 
and I think any kind of farm program any less than what we have 
is going to add to those problems. 

I think you can help us by giving us a cotton program that helps 
remove at least a part of today's day-to-day risks, a support pro- 
gram and a loan program that is geared somewhat to the cost of 
production, I think, is a start in the right direction. And, again, I 
want to thank Congressman Huckaby and Congressman Emerson 
for allowing me to share my views. 

Thank you. 

Mr. Huckaby. Thank you, Mr. BuUington. Mr. Williams. 

STATEMENT OF CECIL WILLIAMS, EXECUTIVE VICE PRESIDENT, 
AGRICULTURAL COUNCIL OF ARKANSAS 

Mr. Williams. Thank you, Mr. Chairman. Mr. Emerson. It's a 
pleasure to be here this morning in the bootheel of Missouri. 

I don't know if you needed the rain, but you got one whether you 
need it or not. That's life. 

Mr. Huckaby, I still have palpitations this morning. I was inside 
the stadium Saturday night, and that was very exciting. But, I 
didn't come with a prepared text, and I didn't intend to make a 
statement, but you asked many questions about bases, and the 
members of the agricultural council — by the way, I represent the 
Agricultural Council of Arkansas, and we have a few members 
here in the bootheel. 

Our board feels very strongly about this matter of farm bases. 
They feel very strongly that you ought to be allowed to build bases 
at any and all times. 

Now, I can give you some pluses for being able to build bases. 
For example, even the large farmers who are affected by payment 
limitations, if they do build bases and they can participate and be 
eligible for the loans, they, in many cases, will participate and cut 
back their acreage within their permitted acreage, which, in effect, 
holds down the planted acres. And, besides that, it provides a guar- 
antee for the full price for this commodity and keeps it from being 
out there on the open market where it can depress the market 
even more. Now, that's one good reason. 

Now, it gets to be just a philosophy. Mr. Ernest did an awful 
good job in talking about the bases, I thought, and I think we prob- 
ably agree with him about 85 percent. We disagree on not being 
allowed to build bases. 

I can remember, Mr. Huckaby, when I traveled the State of Lou- 
isiana back in the early sixties, and I remember the Farm Bureau 
used to have a flyer. They had meetings, they would call it the 
relief meeting, and they encouraged every farmer present to — or 
every farmer in the community, in the whole State, to release that 
cotton acreage so that they could be reapportioned and kept within 
the State. 

They had these pamphlets that had a dollar bill with wings on it 
on the front of the pamphlet, and it showed these cotton acres and 



Digitized by 



Google 



42 

dollars fl3dng out to California and west Texas and Arizona and 
places like this. 

Then, we had just the reverse of that a few years later when the 
rice bill was being debated in Congress, and, Mr. Emerson, the 
Californians were crying don't take away our allotment, we can't 
survive, we'll starve to death, the communities will dry up. 

It depends on whose ox is being gored, and now what I hear 
within the cotton industry is you go to west Texas, and the Califor- 
nians and Arizonians don't say anything, they let the west Texans 
take the lead, they are talking about freezing the bases, even in 
northeast Louisiana. 

My good friend, Fred Snyder, he wants to freeze the bases. He's 
got all he wants. He doesn't want anymore. Hasn't got room for 
anymore. Now, when you come into the bootheels of Missouri, Mr. 
Ernest, you've got room for some more cotton acres. I'd sure hate 
to see your folks frozen out of it. 

In Arkanas, we planted 1,500,000 acres of cotton. We've had that 
much allotted, and we are bound now to about 500,000. We think 
perhaps that we're going to plant some more. We're not through 
planting rice. You know, we went from 350,000 acre base up to now 
we've got 1,300,000 acre base. We're not through yet. We want 
some more. We're going to plant some more, and the bootheel is 
going to plant some more. 

You ought to be able to plant what — if you freeze it up, you 
make the whole country inefficient. You can't stop it in Congress, 
so we ask you, have laws that will let it go where it wants to. 

Now, just a little history on the phantom acres. The phantom 
acres problem came about because some of us urged the Depart- 
ment of Agriculture to allow a farmer to protect his base by not 
planting any acreage. What they said originally is that you've got 
to plant 25 percent to protect your base. Then, they lowered that 
down and said well, if you plant 1 acre, and we said if you've got to 
plant 1 acre of cotton, for example, you've got a boll weevil patch. 
So, they finally came out and said well, you don't have to plant 
any, and you protect your base. 

That's an administrative decision, not a legislative decision. In 
the law, if the law says your base is based on the prior year's plant- 
ings or it's the Secretary's discretion the average of the prior 2 
years' plantings. The Secretary has digressed each year and says it 
will be the prior 2 years plantings. 

Now, no question, Mr. Ernest, we have got too much base in all 
four commodities that are under the 1981 law. No question. More 
than any one of you. We planted the base in any commodity, we 
produced much more than we need. We do need to cut the base. 

Now, when Congress passes a new law, assume that they are 
going to extend what we've got, which I think ultimately will 
happen, then it's at your perogative to establish the base. You 
know, that's going to be a tough political decision to do like Mr. 
Ernest said, you cut everybody 25 percent, then everybody is going 
to be mad. 

If you go back and say that, you know, a man's base will be what 
he actually planted in the prior 3 years, the prior 5 vears, then you 
get a true base. Now, whether you can do that, whether you c£ui 
come back, Mr. Emerson, to the bootheel and tell a fellow that 
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thought he protected his base, that he hasn't got one anymore, I 
don't know, but I think you can do that better than you can come 
back in and tell all of these folks that they're going to lose 25 per- 
cent of their base. 

Well, I'll just shut up there. 

Mr. HucKABY. Thank you, Cecil. Thank you so much. I really ap- 
preciate your comments, and I think Mr. Ernest and you are both 
right on target on this phantom base thing. It's — I think it's the 
consensus in Washington, in Congress and the administration, that 
this issue needs to be addressed. 

How do you transcend into it? Do we start out with what people 
have and go forward on 3 years of actual plantings, et cetra? I feel 
like that will be implemented, to be honest with you, assuming we 
go down the route of what we have, which is basically the testimo- 
ny we had today. 

And, you're exactly right, there are some people in Louisiana, 
quite a few folks in Texas, west Texas, that are calling for freezing 
of base. They point out it doesn't make sense for us to pay billions 
of dollars for farmers not to plant, and at the same time, let farm- 
ers build additional base so then we can turn around and pay them 
millions more not to plant. 

They are not advocating prohibiting the farmer from planting all 
he wants to, just that he would not be eligible for Government pro- 
grams. 

I'm listening, gathering information on that. Bill, do you have 
any comments? 

Mr. Emerson. No. 

Mr. HucKABY. That concludes our last witness. Would anybody 
in the audience have any comments, anything thev would like to 
say? Something on your mind based on what you ve heard? Yes, 
sir? 

STATEMENT OF CHARLES E. LaVALLE, JR., FARMER, NEW 
MADRID, MO 

Mr. LaValle. I'm Chuck LaValle from New Madrid. I don't have 
a prepared statement because I don't have any answers. 

You posed a couple of questions this morning. One of them was 
about the loan and the target prices and the world prices. I hate to 
be negative, but I don't think that's going to work because I think 
it would be self-defeating. 

Historically, our loan prices in the United States have worked as 
price floors. World prices with some variations. And, I think if you 
set the price — our loan less percent of world price, if it weren't 
over 100 percent, you would automatically lower the world prices 
and you would have a decision on how to structure and the same 
would apply to the target price. 

As far as the base building is concerned, I don't think that base 
building should be allowed, as far as target price eligibility, be- 
cause what is happening, the people that are participating in the 
programs are holding the market price up to a point that lets non- 
participants in the program to produce cotton and benefit from the 
people that are participating. Consequently, they are going to come 
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STATEMENT OF HAROLD W. DROKE, FARMER, HORNERSVILLE, 

MO 

Mr. Droke. Congressman Huckaby and Congressman Emerson, 
Fd like to thank you for coming to Kennett this morning. Ladies 
and gentlemen in the audience, they are going to have to get out of 
here and catch a plane in Memphis at 2:20. 

I hope that all of us here this morning will look at what went on. 
We're all farmers and farm oriented, and we cannot agree on what 
we need. So, we're expecting the politicians in Washington to get 
out there and make us a law that will satisfy all of us. 

It can't be done. I think Congressman Emerson has done a tre- 
mendous job in trying to work with the people and listen to the 
people. I think Congressman Huckaby, who is a farmer in Louisi- 
ana, and he knows our problems, but he also knows the problems 
of some of the city people, and we have got to make an agricultural 
program that will fit the whole United States and the whole world. 

When we cut our production here, somebody else in the world 
will increase that production. When we go to 100 percent of parity, 
you let me grow it, and I'll grow it from fence row to fence row. 

We've got problems, we've got big problems. But, we've all got to 
work together, and I think one thing in my notion here this morn- 
ing, sir, is that most everybody here agrees that we need compulso- 
ry — everybody stay in the program. We cannot let some people out 
of the program and some people into the program and draw the 
benefits of it and have a program. 

In other words, we have got to cut production. We have two 
choices; we either sell it or we don't grow it, and we can grow a 
whole lot more than we can sell. 

So, we have got to cut production. Thank you all for coming to 
Dunklin County and Kennett. I appreciate it tremendously, and I 
hope that you have learned something. I know I have. 

'Thank you very much. 

Mr. Huckaby. Thank you, Pete. 

Let me just say, I think the quality of the testimony that we 
have heard this morning has really been outstanding, probably as 
good as at any hearing I have participated in in agriculture. Those 
of you that did speak, I can tell you put an awful lot of thought 
into it, and Bill and I both appreciate it. 

I certainly appreciate all of you coming out to participate with us 
this morning, and. Bill, I appreciate you for hosting this meeting 
and making it possible not only for us but for members of the sub- 
committee who will read the prepared testimony that was submit- 
ted, as we begin to develop legislation for the new farm bill. 

TTiank you so much. 

Mr. Emerson. I do want to thank you all for your participation 
today, and once again, Chairman Huckaby, just to thank you most 
sincerely for your willingness to take time away from your own 
constituents and your own responsibilities in Washington to come 
here and listen to my people. 

We're all very grateful to you. Thank you. 

[Whereupon, at 11:40 a.m., the hearing was concluded.] 

[Material submitted for inclusion in the record follows:] 
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problem in agriculture. We've got more out- go than we have in-go, 
and as a result of that, over a period of time, through national dis- 
asters and embargoes and things that are not under our control, 
we have gotten into a position where we cannot perform as we 
should, as cotton and soybean producers, and we're not making 
enough money to stay alive. 

The one thing I see and the comments that were made here 
today is that the farmers who everybody depends on are having the 
roughest time making it and as a result of that, we're going to 
have a lot of trouble. 

It was interesting to hear Earl BuUinger talk today, and hear the 
comments that he made regarding his experience as far as farm 
credit is concerned. He probably makes as many loans as anybody 
here, but he's probably got some of the best farmers in the way of 
production, and he says that they are having problems, I believe 
him. 

I suspect, too, that the other banking interests would have the 
same comments. 

Well, the reference was made to William Jennings Bryan. I think 
that statement is true. In this area, there is no question in my 
mind that everybody in this building, everybody in this town and 
everybody in this whole county, depends on agriculture for their 
living, regardless of what they do. 

This is true of Missouri. This is true of the United States because 
agriculture is the basic industry of the whole country. 

Another thing, agriculture is the only industry that we have that 
produces new wealth. We're talking about a new home where there 
was nothing. 

Any other industry that we have in this country is based upon 
reworking something that's already here. New wealth is what ev- 
erything is built upon. So, agriculture is still our basic industry, 
and it is the one that we must preserve if the country is going to 
survive. 

Well, two or three problems. One alluded to first was our export 
market. That has to do with the things that we sell more than 
what we produce. The other issue, the strong dollar that's overseas. 
That reduces our exports. That's something that must be solved in 
order for our agricultural industry to be produced. 

So, to solve those problems, and the other ones will take their 
own proper place. I feel that we need to do everything that's possi- 
ble to increase markets, exports as well as domestic, protect us as 
much as we can without having an excessive amount and if it's 
necessary, when all those things are done, for all of us to cut back. 
I believe in a mandatory cut back for everybody because I believe 
that the farmers don't cut back many times because they don't 
want their neighbor to take it. 

That was alluded to here awhile ago. So, my feeling, the farm 
feeling is that we've got several major problems and you folks will 
have to figure out the way to solve them. 

We're in dire need of help as far as income and expenses are con- 
cerned. We're not going to be around too much longer if you don't 
figure out a way for help. I believe that's true. 

Mr. HucKABY. Thank you. 

Pete, do you want to make a comment? 
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STATEMENT OF HAROLD W. DROKE, FARMER, HORNERSVILLE, 

MO 

Mr. Droke. Congressman Huckaby and Congressman Emerson, 
rd like to thank you for coming to Kennett this morning. Ladies 
and gentlemen in the audience, they are going to have to get out of 
here and catch a plane in Memphis at 2:20. 

I hope that all of us here this morning will look at what went on. 
We're all farmers and farm oriented, and we cannot agree on what 
we need. So, we're expecting the politicians in Washington to get 
out there and make us a law that will satisfy all of us. 

It can't be done. I think Congressman Emerson has done a tre- 
mendous job in trying to work with the people and listen |x) the 
people. I think Congressman Huckaby, who is a farmer in Louisi- 
ana, and he knows our problems, but he also knows the problems 
of some of the city people, and we have got to make an agricultural 
program that will fit the whole United States and the whole world. 

When we cut our production here, somebody else in the world 
will increase that production. When we go to 100 percent of parity, 
you let me grow it, and I'll grow it from fence row to fence row. 

We've got problems, we've got big problems. But, we've all got to 
work together, and I think one thing in my notion here this morn- 
ing, sir, is that most everybody here agrees that we need compulso- 
ry — everybody stay in the program. We cannot let some people out 
of the program and some people into the program and draw the 
benefits of it and have a program. 

In other words, we have got to cut production. We have two 
choices; we either sell it or we don't grow it, and we can grow a 
whole lot more than we can sell. 

So, we have got to cut production. Thank you all for coming to 
Dunklin County and Kennett. I appreciate it tremendously, and I 
hope that you have learned something. I know I have. 

Thank you very much. 

Mr. Huckaby. Thank you, Pete. 

Let me just say, I think the quality of the testimony that we 
have heard this morning has really been outstanding, probably as 
good as at any hearing I have participated in in agriculture. Those 
of you that did speak, I can tell you put an awful lot of thought 
into it, and Bill and I both appreciate it. 

I certainly appreciate all of you coming out to participate with us 
this morning, and. Bill, I appreciate you for hosting this meeting 
and making it possible not only for us but for members of the sub- 
committee who will read the prepared testimony that was submit- 
ted, as we begin to develop legislation for the new farm bill. 

Thank you so much. 

Mr. Emerson. I do want to thank you all for your participation 
today, and once again. Chairman Huckaby, just to thank you most 
sincerely for your willingness to take time away from your own 
constituents and your own responsibilities in Washington to come 
here and listen to my people. 

We're all very grateful to you. Thank you. 

[Whereupon, at 11:40 a.m., the hearing was concluded.] 

[Material submitted for inclusion in the record follows:] 
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Farm 530 acres 



hr . Chairman 

I would liKe to start by saying that I ara very fortunate to 
live in a country where I can express my opinions and views to 
our goverment officials. 

Being a small farmer I have compiled some figures of a i;;mall 
cor tori acreage compared to a large cotton acreage useing ^00 lbs 
of lint oh both acreage and useing the far^i bill thai: secretary 
Block haa announced. The Economist predicted a 2^^^ deiiciency in 
i9c-2 or 83, In 19-2 \ie recived ,1392f^ ando3 .'i2'i0^' so I have used 
a ocficicncy oayment of ll*.^, co.upared to their orecccion of 19;8^ 
for 1985. 
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^VW Outre £ LL.j-f*Jj 






I^. Chairman the larger farmers cannot participate in the 
farifl progr&.i vjith thi^ kind of loss. The economist are predicting 
* 77J6 participation for 1965. They didn't state whether that was 
n% of total farms or of total acerage. If the TJ% of acerage • 
participate and have a yeild of 1 to 2 bales and the <:3;« that does 
not, has a yeild of 3 to'k bales like California we haventt done 
much to control production. 

My proposal for a nev; farm bill would be a raandatory setaside 
of 30:b plus a paid diversion of 30^ and and a 65$z.' loan price with 
no deficiency payment, Useing the same figures as before a pOO acre 
•base xijould have a diversion payment of 22,500* <^Oai^^ ^ loan oi»ice 
of bS'i the total income would be 136,250.00. The difference in 
current program would be $750.00, On a 2000 acer base the diversion 
paywentJ would.be ;P90,000.00 with no limite and a loan price of 65^ 
the tdtal income would be $5i4-5»000.00 with a difference of $3000.00 
If v/e stay with cvirrent program why couldn't farmers be paid lOOji 
of diversion and 50?J of deficiency payment. 
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The iunorican public and con^i^ess i.'ill prooiey say t.iat a 
oi^j^ loan will put to much cotton in Conmodity Credit Coroporation. 
In an artical in the Delta Pariii Press Rep. Jaraea \«liitten D !:is^ 
stated that the C. C. C. was originally intended to sell auiplus 
C0i.u.iodies overseas. The congressman saia the best uoproch for 
inci-easin^ expci-ts of far.ii products is to allow C.C.3, "To nit ic 
ci. C.1C tu:jlQ urn. Zcll pocple to cox.ie i^&t ic." Svsr couiiti-: : .. u-c 
iwi'ic sells tUeir suro'lus co.ii.iodities through tui^r .;..■......:. .::c3^;u 

t.ie . .3. iJ?, v/hitten als^ s'catca t.iac iie i:i noc uavw-.-w-i..-^ .-ollii*^; 
co.-.;.io Clitics under a txjo yrice syste.n, 

liayue v;e do need a two price system becousc it scei-i to me 
tae only people laakeinj raoney in the cotton business are tiic cotton 
.nerchonts anu the cai^i.ient nanuf actors. With cotton ..ricc:; ^o lev 
cotton product prices have not declined. WUeii cotton oricfcs i*ii;e 
a i^ierchant ca^': spread the bases for protection. It vould be nice 
if the fariaer could do the same, 

lir. Ohairwan I sincerly think that if mc; coa'c cci.jrol 
pi-OGuction a lot of Siaall farmers will go broke, I uxso zu^ri:: tnat 
v;e should do all we can to regain o\xr share of the world market. 
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A STATBNBHT BY JAMBS FLETCHER 

My nana is Janes Fletcher. I an a farner from Gideon» Mis- 
souri. My first involvenent in farning was as a landownar* laas— 
ing to other producers. However, in 1971 Z became an owner-oper- ' 
ator on land my fanily owns in West Tennessee, prod«0i.ng wheat » 
corn, soybeans and milo, as well as cotton. 

In that first year of operation we received 23.3^ per pound 
for cotton and received a Federal subsidy of 8.8^ per pound. At 
that price, it required 89 bales of cotton to pay for one of the 
$13,000 tractors that we had purchased at the beginning of the 
year. In the year 1982, we replaced one of those first tractors 
with a new one. That year, we received an average of 54.8^ per 
pound for our cotton and received about the same subsidy, 8.6^. 
Although the price of cotton had more than doubled, it required 
the proceeds of 129 bales of cotton to pay for that $41,000 trac- 
tor. Further, the number of units of other crops required to pay 
for those tractors increased by a like percentage. 

With the "massive infusion" of subsidy payments and a short 
crop last year, our cotton price increased to 71.1^ per pound and 
the subsidy to 9.9<: per pound, but the number of bales required to 
buy a tractor dropped by only one bale, because its price tag had 
risen to $52,500. 

To summarize, i^ is not the American people who are subsidiz- 
ing farmers, but it is the farmer who are subsidizing the Aaerican 
people. To name a few, the United Auto Workers, the Oilr Chemical 
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and Atomic Workers Union, the Taamstars Union, John Daaris Plow Co., 
International Harvestor Company «. Aaarican Oil Co., and so on, ad in- 
finitum. 

In addition we are also subsidizing the entire spectrum of 
consumers by providing them with the lowest fooift^ costs of any indus- 
trialized nation in the world. According to the Agriculture Coun- 
cil of America, the American people spend only 12% of their spend- 
able income on food and the American farmer receives only 28% of 
that amount. 

He are tired of being accused of feeding at the public trough 
when the American people are literally sucking the life blood from 
us. We think that the time is long past for some equalization 6f 
the economic resources of the nation to be directed toward us. 

Therefore I would like to make some specific recommendationsf. 
to be included in the new farm bill. 

First, tfaatr.we: should receive no less than 100% of parity, 
either through the market or a combination of market income and 
subsidies. 

Second, that Congress reassert it's Constitutional maddate to 
defend the currency by removing the control of the currency and 
interest rates from the Federal Reserve Board, a group of bankers 
controlling bankers. Much the same precept as placing the foxes 
in control of the hen house. 

Thirdly, or perhaps 2-B, get the interest rate down so that 
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the dollar will H/ mora in Una with world curranciaa and thus al- 
low American farm commodities to compete more effectively in the 
world markatn. 

With regard to these last two recommendations « I hiave previ- 
ously submitted a proposal to Congressman Bmerson and two other 
Congressmen that details the steps that could be taken to accom- 
plish these recommendations. 

Finally, the Federal Government sould create a system of ex- 
port subsidies that would allow American farm commodities » produced 
at high American costs, to compete with foreign commodities produc- 
ed at much lower costs and to counter act the subsidies paid to 
farmers in the more affluent nations, such as the EEC and Japan. 

In conclusion, we the American farmers, the largest and most 
efficient industry in the nation, have our collective backs to the 
wall. We are all approaching bankruptcy. We can no longer survive 
in an economy where we are asked to be the only ones to be governed 
by the laws of supply and demand. For the sake of the welfare of 
this nation, we ask for economic equality. If we do not receive 
some relief soon, we are all going to be forced out of business, 
which will result in widespread hunger and dire want throughout 
this land. If we sink, we will pull the rest of the nation down 
with us. 

As a fdnal statement I would like to quote William Jennings 
Bryan, who said, **Destroy your cities and they will spring up again 
as if by magic. Destroy your farms and grass will grow in your 
city streets." 
(Attachment follows:) 
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A PROPOSAL TO AMEND THE BANKING ACT 



The Federal Reserve System, by authority of Congress, has, 
ong other things, the responsibility to assist in the regula- 
on of the economy. They accoBq;>lish this task through their 
forts to control the money supply, using three tools: 

1. The purchase and sale of Government securities. 

2. The manipulation of the discount rate charged 
to its member banks. 

3. The manipulation of the reserve requirements of 
its member banks. 

storically, however, most of the actions of the Federal Re- 
rve have employed only the first and second tools to accomp- 
sh their task, basically omitting any use of the third- - 
e manipulation of the reserve requirements. 

The attached chart shows that when the Federal Reserve 
ds a thousand dollars to the money supply, either by purchas- 
g government securities or making a loan, and the reserve 
quirement is 10%, the money supply is increased ten fold, 
w consider the result of this "Principle of Elasticity" when 
e reserve requirement is 3* as it is now. The same thousand 
liar infusion can be expanded to thirty- three thousand dollars 

"new money". Conversely, if the rate were raised to 20%, 
e "new money" would be only five thousand dollars. 

V/e Americans have erroneously come to equate inflation 
th the total supply of money. However, the true definition 

inflation is: The results of demand for goods surpassing 
e supply of goods. Thus consumers begin to compete for the 
ai'lable goods and prices go up without any corresponding 
crease in the supply of goods. The cures available are, 
mplistically , to reduce the demand or to increase the supply, 
e Federal Reserve has, as a general rule, followed only the 
duction of demand as its method of curing inflation. 

Their prescription, reducing the money supply by increasing 
e discount rate and consequently the overall interest rate, 
wever, is somewhat counter-productive since it also hampers 
e increase in supply. Interest expense, like rent, wages, 
d raw materials, is a cost of production. Thus, at a time when 
al production should be moving upward to find a balance between 
self and a falling^ demand, the Federal Reserve policy of 
creasing interest rates causes both demand and supply to fall. 
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and the economy is on the downside of a cycle known as a 
recession if you still have a job or a depression if you 
are idled from work. 

To the banks and other lending institutions, the rate 
of interest is important only in that they maintain a mar- 
gin between what their money costs them and what their 
return is. Therefore, if interest costs could be kept down 
while the money supply is being reduced, businesses might be 
encouraged to expand their production, and bank*s margin 
of profit would remain constant. 

It is my belief that the Banking Act should be amended 
so that the reserve requirement would automatically fluctuate 
as the Federal Reserve discount rate or perhaps the so called 
"prime rate" fluctuates, but at a graduated rate. As an ex- 
ample: If the discount rate is at 8* or the prime rate at 11%, 
then the reserve requirement would be 11%. If the discount 
rate were to drop to 5* and the prime rate to a correspondinj? 
8%, then the reserve requirement would drop to 5*. '^'he chart 
below shows how I would envision the new rates as follows 
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The increasing rate of the reserve requirements would dis- 
courage any bank from borrowing Federal Reserve funds if, after 
making the loan, they could only lend out 62* of the ^unds. 
Their net return would only approximate 14* against a cost of 
17*. The banking industry would be rewarded for keeping interest 
rates low, in order to maximize their income through volume 
lending. Yet, the money supply would still be controllable in 
accordance with the needs of the economy. 

The benefits from such a change would be many. First of all, 
the value of the dollar, in relation to other major world 
currencies, would c^ome down. When this happens, the American 
farmers and manufacturers will be better aole to compete in the 
world market. Increased exports will greatly reduce our negative 
balance of payments. 
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The domestic housing and durable goods industries would 
benefit since the total outlay for a house or other long term 
purchase would be reduced. Our young people cannot hope to 
own the home of their dreams when interest on thirty vear 
mortgages is at 13% or more. Automobile and farm machinery 
manufacturers would not have to subsidize their customer's 
interest cost and could, then reduce "sticker prices". 

The Government itself would benefit to the tune of billions 
of dollars if the cost of servicing the Federal debt could 
be cut. A drop in the interest rates of 2* could reduce the 
annual deficit by nearly thirty billion dollars. 

The banks would be safer and more stable, thus reducing 
the potential of bankruptcy. In times when interest rates are 
high and the possibility of loan default is more prevalent, 
the reserves of the banks would be greater and better able to 
absorb the defaults. Further with less money available to 
lend, the banks would be more cautious in the loans that they 
would make. 

The only negative aspects of these suggested changes would 
originate from the banking community, a group that has for too 
long named its own board of control. The Federal Reserve Board 
of Governors are, for the most part, bankers appointed by other 
bankers . 

The objection that would be raised by the banking community 
would be that the increased reserve requirements would greatly 
restrict their earning power. They would further contend that 
in order to overcome this shortfall it would be necessary to 
increase the spread between the cost of the money they borrow 
and the money they lend. They might have a point and it might 
be necessary to widen the cost- income spread somewhat. However, 
before such a move is permitted, careful consideration should be 
given to the health of the banking industries. 

The banking community will further contend that a lowered 
interest rate will drive away foreign investment. This will 
probably be true, but a slackening of such investment will also 
aid our negative balance of payment by reducing the quantity of 
maamy that we import into this country. 

Factually, the American economy cannot afford an interest 
rate in excess of 101 -- 8t real earnings, plus 21 inflation. 
When the interest rate does exceed ten percent, then it becomes 
usi^ipiis and prohibitive. 
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Stokes Brothers Jiyt^ Gin Company 



G inn9 rs ^^F^ and Planters 

MALDEN. MISSOURI 

Sapt. 24, 1984 

Mr. Chairman, members of the Committee, distinguished guests, ladies 
and gentlemen. 

My name is John A. Howell. I live at 401 North Marion Street 
in Maiden, No. 

I thank you for allowign me to address you in regard to proposed farm 
program legislation. My remarks shall not be specifically directed 
to aaparticular commodity, but shall be pointed at the severe 
problems of the total agriculture community. 

I, along with my family, o%m and operate an agri-business 
consisting of a cotton gin, a grain elevator and a fertilizer plant. 
We also own farmland. We rent some of the farmland to tenants 
on a crop share basis and we operate some tmk of the farms with 
our own labor and equipment. I have been in the agri-business and 
farm management business for 38 years. I have experience in 
practically all mmafmmMmtM segments of agriculture from production 
thru marketing. 

I eun here to state, along with others, that the agriculture community 
is in severe financial condition. The entire industry, which includes 
farmers, dealers in fuvl, farm machinery, seed and fertilizer, 
processors and financial institutions, are in trouble because of the 
depressed commodity prdces. This area of the farm production is 
qttite diversified in production so we must not look solely at one 
product. We must have a sound farm program for all crops, such 
as cotton, rice, corn, grain sorghum, wheat. 

It is fine difficult for the farm community to understand that 
the Administration and Congress think in terms of support for 
the producing farmer in such small amounts of dollars. The 
government reacts vwiftly to pay banks millions of dollars for 
interest owed by other nations, so they will not be in default. A 
government sponsored agency recently put in billions to save 
Continental Bank of Chicago. Are our leaders not aware that we also 
have the falling domino effect in agriculture? As farmers go 
bankrupt, they take out their flcxmdiiwBB creditors and suppliers. 
We, as producers, lenders, processors and suppliers, ask that you 
establish a program that is not looked upon as a handout to merely 
lower the number of bankruptcies and defaults. Establish a 
program that is substantive and will provide a positive recovery 
for the entire agri-oriented community. 
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The present ^dminiatration, those running for office and nearly all 
Qf Congireait point with pride to the fact that they oppose 
GODanodity enbarqoes. The farmer needs for these groups to 
recognize that you have created, and are penaitting it to continue, 
a far greater embargo of American products with hifh interest rates 
and strong dollars You point with pride at the strong dollar The 
faxsKMx farmer does not have dollars. The rest of the world does 
not have dollars They want to buy our produce butt cannott 
afford our product because of the strong dollar .A strong dollar is 
only gooA for those that hav^e dollars to lend or spend nnae 
overseas. The strong dollar has created a bigger than ever embargo. 

He ask that you look at the facts and ew experiences from previous 
programs. A large percentage of farm operators do not participate 
in programs due to the division of paymenta between the lenant and 
landowner. Programs that are barely sufficient for the owner* 
producer are quite inadeguate when shared by a landowner and tenennt. 
The cost of ownership, taxea, interest, etc., is the sane 
whether the acreage is planted or if it is idle. 

While you are putting together a farm program that will be for a p 
period of time please consider changes ^m that will effect the 
program. The American farmer is a great producer of commodities. 
The farmer depends on World trade for his market Please do not 
cripple the export market with embargoeii and strong dollars. Put 
together a program that ig effective enough to create a participation 
of not only producer -owner farms but also tenent- landowner farms. 
Oftentimes a small increase in payments can make a big difference 
in the percentage of particLpation. You, and ail other Americans | 
expect the farmer to produce laege quantities so you as a consumer 
can eat at the lowest cost of food in the World. The Ainerican 
consumer wants to be secure in their food demands but they* 
as consumers, have not been willing to pay the price nor has any 
Government prograend been sufficient to keep the farmer in business. 
The American farmer is only asking to be part of the economic 
recovery^ As things stand now, a large segment of the economy is 
progressing and the farm community ±d is being left behind and 
pase^ over. 

It appears at this time that the only hope for the farmer is for 
you to hear his plea for assistance thru these troubled and 

disasterous tisMS. 

I thank you for this opportunity to present to you that a real 
problem is here. The tine for remedial action is now. The 
disregard of the farm financial problem must end at once. There 
are no young people moving into the farm production area bauwd 
because of the depressed financial condition of the area. Our 
children that are going to be face whith a huge national debt, nay 
I^ doing it on an empty stomach if things do not chnge for the 
better. > , - 

o 
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LONG-TERM FARM POLICY TO SUCCEED THE 
AGRICULTURE AND FOOD ACT OF 1981 



FRIDAY, MARCH 9, 1984 

House of Representatives, 
Subcommittee on Livestock, Dairy, and Poultry, 

ck)mmittee on agriculture, 

Mason City, lA, 
The subcommittee met, pursuant to notice, at 1:40 p.m., in room 
200, Beem Center, North Iowa Area Community College, Mason 
City, lA, Hon. Tom Harkin (chairman of the subcommittee) presid- 
ing. 

Also present: Representatives Bedell and Evans of Iowa, mem- 
bers of the full committee. 
Staff present: Peggy L. Pecore, clerk; and George Palmer. 

OPENING STATEMENT OF HON. TOM HARKIN, A 
REPRESENTATIVE IN CONGRESS FROM THE STATE OF IOWA 

Mr. Harkin. This meeting of the Subcommittee on Livestock, 
Dairy, and Poultry of the House Agriculture Committee will come 
to order. 

This meeting of the Subcommittee on Livestock, Dairy, and Poul- 
try is being held today in preparation for the drafting of the 1985 
farm bill. I am pleased to welcome everyone here today, especially 
my colleagues on the Committee on Agriculture, Congressman 
Berkley Bedell and Congressman Cooper Evans. 

The purpose of today's hearing is twofold. First it is to obtain an 
assessment of the current economic conditions in agriculture and 
second it is to hear testimony on farm policy proposals for the 1985 
farm bill, particularly as they affect the livestock industry. 

I might just add again, as chairman of this subcommittee, we are 
interested in hearing from farmers around Iowa as to what the cur- 
rent situation is in animal agriculture and what you think ought to 
be done in the farm bill next year. Most of the legislation concern- 
ing agriculture deals with fiber and grains, but they all have an 
effect on livestock and that's what we want to hear. 

Farm legislation in recent history has run in 4-year cycles, with 
the Agriculture and Food Act of 1981 being the most recent farm 
legislation. The 1981 law has been controversial since the day it 
was enacted and numerous attempts have been made to modify its 
provisions. In fact, this week the Senate has been discussing legis- 
lation which would eliminate scheduled target price increases for 
the 1985 crop year. 

(1) 
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Nonetheless, the 1985 farm bill will be of vital importance in 
shaping the future of American agriculture and the Iowa economy. 
Not only does the farm bill cover our major commodity programs, 
but it also covers a broad array of agricultural issues from agricul- 
tural research, export financing, grain reserves, and soil conserva- 
tion programs just to name a few. 

Last week to initiate development of the 1985 farm bill, the Com- 
mittee on Agriculture held 2-full days of hearings receiving testi- 
mony from over 40 different farm organizations. In addition to 
hearing from the Washington lobbyists who claim to represent 
farmers, I felt it was important for the farmers of Iowa, who 
produce more livestock and livestock products than any other State 
in the Nation, to have the opportunity to have input into the devel- 
opment of future farm legislation. That is the reason for these 
hearings and I want to assure all of our witnesses that your testi- 
mony will be a part of that process and will serve as a valuable 
record for those of us who represent agriculture. 

Certainly those of us involved in the development of the next 
farm bill have a challenge in trying to predict what the conditions 
in agriculture will be in the future. The economic events of the 
past few years have brought the Iowa economy to its knees and vir- 
tually all of our economic problems here in Iowa can be traced to 
the decline in the farm economy. Many individual Iowa farm fami- 
lies are facing extreme economic difficulty. I believe it is apparent 
that both immediate and long-term policy changes are needed to 
revive and stabilize farm income and to insure the survival of the 
family farm. Today we will hear your thoughts on just where we 
are and your ideas on needed policy changes, and I look forward to 
discussing them with you and hearing from all of you today. 

As I said, Fm pleased to have with us today my two colleagues 
who also serve on the House Agriculture Committee and Td like to 
call upon them for any opening statements they might have. First, 
the Congressman who now represents this area where we are. Con- 
gressman Berkley Bedell. 

OPENING STATEMENT OF HON. BERKLEY BEDELL, A 
REPRESENTATIVE IN CONGRESS FROM THE STATE OF IOWA 

Mr. Bedell. Thank you, Tom. I want to thank you for bringing 
this livestock subcommittee to Mason City so that livestock produc- 
ers can offer their suggestions as we begin to write a new farm bill.^ 

Livestock producers understandably feel that they must have 
greater input into the development of farm policy and I want to 
commend Tom Harkin for providing them with this opportunity. - 

The debate over the 1985 farm bill again promises to be a long 
and perhaps stormy one. I think the central issue, as always, will 
be the direction which farm policy should take and the role which 
Government should play in moving us in that direction. 

The new farm bill will also be shaped by recent farm program 
history. The record farm program expenditures of 1982 remain 
fresh in the minds of many taxpayers, including their representa- 
tives in Congress. In the roller coaster programs we have experi- 
enced the past couple of years have fueled calls for a more stable 
and long-term farm policy. 
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Finally, the general economic conditions we currently face, in- 
cluding unprecedented Federal budget deficits, record high real in- 
terest rates and an overvalued dollar, are certain to influence the 
farm policy debate. In fact, as we address the need to revitalize our 
troubled farm economy, Tve been frustrated by the fact that a 
return to a healthy rural economy is perhaps more dependent on 
resolving the Federal deficit crisis than it is on anything else. 

Nevertheless, the details of the 1985 farm bill will be critical to 
guiding farm policy at least through the remainder of this decade. 
With cattle on feed numbers in Iowa at a 30 year low, with farmers 
finding their livelihood threatened more than at any time since the 
depression, and of many small businesses who depend on a healthy 
agriculture leaving empty storefronts on Main Street, we all have a 
stake in working to fashion the best farm program possible. 

I am pleased that livestock groups have announced their inten- 
tion to take a more active role in writing the next farm bill. Cer- 
tainly last year's PIK Program demonstrated that our feed grain 
program has significant impact upon cattle, hog, sheep, and poultry 
producers. 

I am confident that all segments of agriculture can work togeth- 
er and, in fact, they must. No one segment of the industry can 
profit for long at the expense of another. I think most will agree 
that cheap grain eventually means cheap livestock and that rapid 
run up in grain prices can put a severe squeeze on livestock pro- 
ducers. Certainly all farmers will be better off if we can fashion a 
stable farm program that allows a fair return to all. Our challenge 
here today, of course, is to see if we can develop this fair and pre- 
dictable policy. I look forward to hearing from all of you, not only 
today, but in the months ahead as we continue the long process to- 
wards restoring our agriculture economy. And Fm delighted to par- 
ticipate in this hearing with my two colleagues, Tom Harkin and 
Cooper Evans, as we look at what we should do in regard to farm 
policy programs. 

Mr. Harkin. Thank you very much, Berkley. And now another 
very valuable member of the House Agriculture Committee, an in- 
dividual Fve been honored and pleased to serve with over the last 
couple of terms of Congress, a man who represented this city and 
this county until the wisdom of the Iowa legislature moved him, 
like me, around a little bit. My friend. Cooper Evans. 

OPENING STATEMENT OF HON. COOPER EVANS, A 
REPRESENTATIVE IN CONGRESS FROM THE STATE OF IOWA 

Mr. Evans of Iowa. Well, thank you, Mr. Chairman. And I want 
to begin by complimenting you on having this hearing here in 
what was my district and what is now Mr. BedelFs district. It's a 
very much needed hearing and we're delighted to have you here. I 
would also like to extend to you my personal thanks for allowing 
me to participate here today. As you know, Mr. Chairman, while 
Tm a member of the Agriculture Committee, Tm not a member of 
your subcommittee and its work on livestock, Tm privileged to 
have the opportunity to sit in today. 

I would also like to thank you for allowing us to depart a bit 
from a strict livestock theme and permitting several of my con- 
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stituents to come today to talk about some of the credit problems 
facing farmers in the State. So it is indeed a pleasure to join you 
here today and thank you very much. 

Mr. Harkin. Thank you very much, Congressman Evans. 

Fd first like to call our first witness, John Greig of Estherville, 
representing the Iowa Cattlemen's Association. And let me just 
say, if you have a list of the witnesses, I am going to make one 
change due to some personal problems and things that people have 
to do. The next witnesses will be the panel consisting of Gerald and 
Janice Meyer, Dan and Kathy Houser, Gerald Reiss, Paul and Ann 
Pines, and Ra5miond and Arlene Nystel. So if you're here, be pre- 
pared to come up right after Mr. Greig finishes here from Iowa 
Cattlemen's Association. 

Mr. Greig, do you have a written testimony. 

Mr. Greig. Yes. 

Mr. Harkin. John, it is always good to see you and to hear from 
the Iowa Cattlemen's Association. Without objection, if you summa- 
rize, your prepared statement will be made a part of the record in 
its entirety and you can proceed as you so desire. 

STATEMENT OF JOHN M. GREIG, COCHAIRMAN, PUBLIC LANDS, 
PRIVATE LANDS AND WATER COMMITTEE, IOWA CATTLEMEN'S 
ASSOCIATION 

Mr. Greig. Thank you. Congressman Harkin, Congressman 
Bedell, and Congressman Evans. 

Ladies and gentlemen, my name is John Greig. Our family farms 
and produces cattle near Estherville in Emmet County, lA. The 
farming operation consists of row crops, pasture and hay produc- 
tion. The cattle operation is composed of cow-calf, cattle feeding 
and custom cattle feeding enterprises. I am past president of the 
Iowa Cattlemen's Association and currently serve as cochairman of 
the ICA Policy Development Committee assigned to deal with farm 
programs and farm policy. I am speaking here in behalf of 15,000 
members of the Iowa Cattlemen's Association. 

It is our understanding that this hearing is designed to address 
two issues, current problems in agriculture and the 1985 farm bill. 
We commend the subcommittee for coming to Iowa to hold these 
hearings. 

Our statement today will focus primarily on farm policy, the 
1985 farm bill and how present farm programs has effected the 
cattle industry. In doing so, we do not wish to down play the cur- 
rent financial crisis in agriculture. A decline in land values and 
emphasis on cash flow has affected the ability and willingness of 
lenders to finance the cattle industry and all segments of agricul- 
ture. High interest rates and low commodity prices have com- 
pounded this problem. During 1983 the weather added to the cattle 
producers' problems. A cold wet, muddy spring led to disastrous 
calving season with excess death losses. Cattle performance in feed- 
lots was also severely reduced. Then came the hot dry conditions 
and the severe drought. Cow-calf producers in southern and south- 
eastern Iowa lost their corn crops and had little pasture or hay pro- 
duction. The drought, along with the PIK Program, raised feed- 
grain prices drastically for cattle feeders and affected their ability 
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to buy replacement feeder cattle, further compounding the prob- 
lems of cow-calf producers who were forced to sell their calves. The 
national economy affected consumers* ability or willingness to pay 
higher prices for beef. 

During the drought of 1983, the ICA was instrumental in getting 
counties declared as disaster areas and in freeing PIK acres for 
grazing and baling. Now, we get frequent complaints about how the 
disaster loans are being administered. It appears that much of this 
is a local problem. If local government is going to have these pro- 
grams, they must be fairly and promptly administered. Problems in 
this area have been widely publicized and many hearings have al- 
ready been held on the subject. Tm sure that other witnesses here 
today will share their personal experiences in this area. The ICA 
urges the Congress to determine which disaster relief programs 
they can and should make available, and then make sure that they 
are equitably and efficiently administered. 

Farm programs and their impact on the cattle industry have 
been a major area of involvement of ICA during the last year and a 
half. Our initial concerns are still very valid. When feed grain pro- 
grams use previous cropping history to determine base acreages, 
cattle producers who raise soil conserving crops on a portion of 
their tillable acres receive a smaller corn base and are entitled to 
fewer program benefits. Is it equitable to pay others premiums to 
do what many cattle producers are already doing? In the past we 
have offered suggestions to eliminate this disparity but with no 
success. 

At the 1984 Iowa Cattlemen's Association Convention future 
farm policy was a major issue. A resolution stating that the Feder- 
al Government's past involvement in agriculture through feed 
grain programs, price supports, et cetera, have been counter pro- 
ductive passed unanimously. The resolution also pointed out that 
Government programs of the past have benefited one segment of 
agriculture without considering the impact on another. In light of 
the recognition that the 1985 farm bill before Congress can have an 
impact on the cattle industry, the following eight points were rec- 
ommended to Congress as it formulates future farm policy. 

One. Farm policies should be developed having both long and 
short range objectives. 

Two. The intent of the American farm policy should be profitable 
markets with emphasis on producing and exporting value added 
products. 

Three. Farm programs should be market oriented though provid- 
ing a price safety net somewhere below the variable cost of produc- 
tion which could be adjusted seasonally. 

Four. Strategic reserves should be maintained as hedges against 
disaster and to assure the world that the United States is a reliable 
supplier. Reserves should not, and I repeat, should not be used to 
control or influence prices. 

Five. Farm policy must promote soil conservation and the best 
use of resources. 

Six. Policies such as the recently passed dairy legislation should 
not be formulated so as to favor one segment of agriculture over 
another. 



Digitized by 



Google 



6 

Seven. Discrimination against the cattle industry in the area of 
base acreages and normal crop acres, base yields, loan privileges, 
including hay and silage loans, and soil conservation should be 
eliminated from all future farm programs as well as the remainder 
of this one. 

Eight. If Federal crop insurance is to be continued and be consid- 
ered as part of future farm programs, it must become more cost ef- 
ficient and coverage should be expanded to cover the commonly 
produced pasture and hay crops. Yield coverages must be raised 
and should be calculated on a field by field and farm by farm basis. 

During the last year, representatives from ICA have on two occa- 
sions met with Under Secretary of Agriculture Daniel Amstutz in 
his office to discuss our concerns about the impact of Federal farm 
programs on the cattle industry. Initially, we discussed base acre- 
age determinations, proving yields, and things of this nature. At 
our second meeting we particularly focused on the lack of loan 
privileges on com silage, earlage, high moisture corn, et cetera. It 
was our recommendation that a cattle producer harvesting com in 
one of these forms should be entitled to loan privileges by replacing 
an equivalent number of bushels of corn grain in the loan program. 
This, of course, was not allowed. In September 1983 we received a 
written response from Mr. Amstutz explaining why such a practice 
is not acceptable. He stated that by definition com silage, high 
moisture ear com and earlage are not feedgrains and that, in fact, 
they are considered by USDA to be feedstuffs. 

This raises an interesting question. If corn harvested in one of 
these forms is not a feedgrain, then why can't cattle producers who 
harvest corn in these forms be EJlowed to raise it on nonprogram 
acres. Or why can't equivalent number of bushels of com grain be 
substituted for it and entered into the loan program? 

As an example, let's assume that we have a half section farm 
that has 200 acres of corn base. At 10-percent participation level 
that farmer could plant no more than 180 acres of corn and must 
divert 20. Any other crop, excluding corn, can be produced on the 
remaining 160 acres. If this farmer harvesting any of the corn in a 
form that is not by definition a feedgrain, the production of these 
com acres is not eligible for loan privileges. 

USDA's own definition would imply that this should be allow- 
able. In addition, many other aspects of past farm programs that 
have discriminated against the cattle producers justify such an ad- 
justment. 

Wheat producers are allowed to plant wheat on set-aside acres 
and graze or bale that wheat up to a specific date. It is our under- 
standing that this is allowed because wheat in this form is also con- 
sidered to be a feedstuff rather than a feedgrain. If this is allow- 
able for wheat producers, we feel that com silage and other forms 
of high moisture ear com, earlage, et cetera, should be treated in 
the same fashion. 

It is also our understanding that last night the Senate Agricul- 
ture Committee passed the new wheat legislation containing an un- 
restricted grazing provision. To maintain equitability, our sugges- 
tion for the com program becomes even more necessary. 

The 1985 farm bill will have a dramatic impact on the future of 
agricultural production. Let me reemphasize that an equitable 
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long-term plan must be developed. Caution must be exercised so as 
not to pit one segment of agriculture against another. American 
agricultural producers are the most efficient food producers in the 
world. Something is wrong when there is a world need for food and 
yet we are encouraged to cut production. A market oriented ap- 
proach emphasizing value added products is a must. 

Thank you for letting me testify today. 

Mr. Harkin. John, thank you again very much for appearing on 
behalf of the Iowa Cattlemen's Association. Here's my colleague, 
Mr. Bedell. 

Mr. Bedell. We appreciate your being here, John. Just this week 
we started to move through the House Agriculture Committee a 
bill that's commonly called the sod busters bill which says that 
people will not be able to take pasture land and start tilling it and 
benefit from farm programs. 

Do you know if your organization has had a chance to look at 
that bill in detail or not? 

Mr. Greig. We haven't. We've scheduled a committee meeting to 
look at that in a little while but we haven't 

Mr. Bedell. I would recommend you do that fairly soon since it's 
moving. One of the provisions in the bill is that, for example, if 
cattlemen were to take tillable acres out of production and put 
them into soil conserving use, such as pasture land and so on, then 
in any future farm programs they could use those acres as their set 
aside acres if they participate in the program. I would think that 
would be very beneficial to cattlemen or livestock people. I for one 
would like to have you look at the bill and see if you had sugges- 
tions on it. 

Mr. Greig. That would be one of our criteria that we're looking 
at. 

Mr. Harkin. Congressman Evans. 

Mr. Evans of Iowa. Thank you, Mr. Chairman. I want to compli- 
ment you on your eight points. I think that they're excellent. I 
assure you we'll give them a lot of thought, specifically in regard to 
No. 3 where you speak a farm program should be market-oriented, 
with a price safety net somewhere below the variable cost of pro- 
duction. 

One of the proposals that was repeated several times in the 
recent hearings in Washington relative to that general subject had 
to do with setting a loan rate at a level that would clear on the 
world markets. One of the most common approaches to this was to 
do it in somewhat the same manner that we've done for soybeans 
with considerable success for the past several years. That is to take 
the average market price for the crops for the past 5 years, throw 
out the top one and throw out the bottom one and average the 
other three and take 75 percent of that. That's the way they do it. 

Now this seems, among the agricultural economists who are in- 
terested in expanding world trade, a very popular concept. What do 
you, as a cattleman, have to say about that in view of your state- 
ment in item 3? Does that sort of fit what you're thinking about? 

Mr. Greig. Well, when we discussed this we discussed it in gener- 
al terms. And most of us aren't really up on world trade as the soy- 
bean people. We've been mostly marketing for the United States 
because we can't export — and I guess is that anyway we can get 
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this thing done we want to although we realize that now with the 
high value of the dollar it becomes very difficult. Soybeans are 
higher priced now overseas than when they were $12 here. And to 
look at the total economy really dwarfs a lot of the cattle people 
and we have suggestions but we don't necessarily have the an- 
swers. 

Mr. Evans of Iowa. As we go along, I hope you would look at 
some specific ways that would be acceptable to your industry on 
that particular point. Where you do set some of these loan levels or 
the principles involved in arriving at such levels. 

The other thing I wanted to compliment you on is your state- 
ment about the lack of loan privileges on many of the feedstuffs. I 
think you're exactly right and assure you that this member will 
certainly support that in the Wheat, Soybean, and Feed Grains 
Subcommittee, which I do serve on, the next time around. 

I do have a question, though, how do you define earlage as you 
use the term? 

Mr. Greig. a a cattle producer we look at it as corn that is 
snapped in the field and then broken up by a silage cutter using its 
additional combine-type corning. 

Which includes corn ear and husk and some other material. 

Mr. Bedell. Would the gentleman yield? 

Mr. Evans of Iowa. Yes. I'd be glad to yield. 

Mr. Bedell. On the loans for silage and so on, would you feel 
those should be recourse or nonrecourse loans? 

Mr. Greig. Having not been in the program and looked at loans 
I'm not familiar with those. 

Mr. Evans of Iowa. Do you understand the difference between 
the two? 

Mr. Greig. I do when they're explained to me but off the top of 
my head I can't. 

Mr. Evans of Iowa. A nonrecourse loan means that you can 
dump it and leave it to the Government and keep what you bor- 
rowed on it and be forgiven the interest. Now, that works pretty 
well on shelled corn. 

Mr. Greig. Yes. 

Mr. Evans of Iowa. You see? 

Mr. Greig. It won't work on earlage 

Mr. Evans of Iowa. It won't work on silage and things of this 
kind, so I'm glad you raised that point because I think what the 
committee might very well do is say, "Hey, we'll loan you money 
on it but it's got to be a recourse loan." In other words, you're obli- 
gated to pay that loan back. 

Mr. Greig. The cattle industry, being high capital intensive and 
those loans are usually a little below bank rates. If we can get the 
help of that short term loan at lower interest, that's what we're 
looking at. 

Mr. Bedell. So recourse loans would be accepted. 

Mr. Greig. Right. They would have to be. 

Mr. Harkin. Thank you. 

John, I just have a couple of questions. A recent article in the 
paper by Don Muhm pointed out that cattle on feed in Iowa is at 
the lowest level since 1967 and reading from this article it said that 
placements of beef animals and feed lots during January totcded 
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80,000 at a 25-percent drop from a year ago. Later on it said that 
Texans had two million head of cattle on feed, 6 percent more than 
a year ago and placements in January in Texas totaled 430,000, a 
whopping 48-percent increase. And Nebraska, had placements 3 
percent above a year ago and yet we're down 25 percent. 

I mean, Nebraska, our next door neighbor, is up 3 percent and 
we're down 25 percent. What's happening? 

Mr. Greig. Two things. The Cattle Association has asked the uni- 
versity to do a study on this which they're starting and we'll get 
some concrete answers. Then I have some personal opinions. I can 
give you those. The reason for the January placement, if you 
looked at my lots in January you'd know why I didn't put any 
cattle on feed, they were all full of snow and all frozen up but basi- 
cally, I think that most of us were scared when your look at our 
margins and what we can borrow from the bank and as we look at 
our current financial positions, we are very conservative in our ap- 
proach right now. We just don't want to get overextended and get 
in some of the trouble our neighbors have gotten in by becoming 
overextended. 

So we've kind of pulled in our horns and are regrouping and are 
looking at what will happen. I think that the way the present farm 
program is set up and it looks like the way the grain farmer is 
going to produce grain next year, you will see a lot more stimula- 
tion of livestock feeding in Iowa next year with, what I think, will 
be cheaper com than it is now. 

Mr. Harkin. I said I'm concerned because, obviously, as high as 
corn is it's cheaper than it is in Texas. 

Mr. Greig. Right. 

Mr. Harkin. And yet in Texas we see this 48 percent increase. 

Mr. Greig. Part of that was due to the wheat — the cattle had 
moved to wheat pasture and then moved back out to the lots. So 
there was some bunching of cattle that actually moved into those 
lots at different times, which was different than normal. 

Mr. Harkin. The feeding of wheat down there? 

Mr. Greig. Right. And as they came off the wheat pastures, they 
came off in a little different time this year. 

Mr. Evans of Iowa. Will the chairman jdeld just a moment, the 
wheat feeding you're talking about is grazing wheat 

Mr. Greig. Right. 

Mr. Evans of Iowa. So to what extent is wheat grain moving into 
feedstuffs here at that point, as competitive levels between the 
price of feed grains and wheat? 

Mr. Greig. As I understand from my friends in the big lots all 
the way from Nebraska south, that they are utilizing as much as 
they can nutritionally which is about 50 percent of the ration so 
that basically every commercial feed-lot from Nebraska on south is 
feeding 50 percent wheat. 

Mr. Evans of Iowa. Does that give them a price advantage over 
you folks at this point or not? 

Mr. Greig. I don't think so. Our com is still pretty low but it 
gives them the advantage that they were feeding our corn and, of 
course, now they're not. 
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Mr. Harkin. Now they're feeding wheat, I guess. And another 
thing I wondered about, I don't know this for a fact but my senses 
tell me that these feed lots in Texas are the big ones. 

Mr. Greig. Right. 

Mr. Harkin. Owned by big corporations. And to the extent that 
they take away the market from you detracts from the family 
farmers here in Iowa and that concerns me too. 

Mr. Greig. I guess that I must say that T think that anjrtime that 
I can go up head-to-head with a commercial lot in Texas I can 
be 

Mr. Harkin. Yeah. If you're playing on a flat playing table but 
you skewed everything down there in terms of prices of wheat and 
availability of it. 

Mr. Greig. I still think I can beat him. In fact my customers are 
coming back to me because I can beat him. 

Mr. Harkin. I hope you're right. I mean, I hope next year we can 
bring it back again. It would be disastrous if what we see happen- 
ing continues to happen here in Iowa. 

One last thing I wanted to bring up was your No. 8 point about 
Federal crop insurance. As a member who represente southern 
Iowa I can tell you that it's a real sore point among a lot of farm- 
ers in southern Iowa. There have been statements of, "Well, you've 
got Federal crop insurance, why are you yelling? If you just got out 
and got Federal crop insurance you'd have been all right." But 
Federal crop insurance doesn't cover pasture and hay ground. 
That's what a lot of those people had and it burned up on them 
and 

Mr. Greig. But you have already improved it. There are some 
steps to improve it already that look pretty good as far as the grain 
goes. Federal crop insurance looks like it's going to be a better bet 
than it was last year. We just hope you're able to go a little bit 
further. 

Mr. Harkin. That's right. 

Mr. Bedell. Can I sneak in a minute? 

Mr. Harkin. Yes. 

Mr. Bedell. I think maybe the people would be interested that 
on Federal crop insurance, if you have your records for, I think it's 
3 years, and show that you had high jdelds for those 3 years you 
get substantially higher coverage on Federal crop insurance for ex- 
actly the same cost as the people who are taking the county aver- 
age. 

Mr. Greig. Right. 

Mr. Bedell. And it doesn't seem to me that's right but at least 
people ought to know that there's a real advantage if you have 
your records to show what your yields have been. 

Mr. Greig. And that was one of our points earlier that som^ of 
this for livestock people, proving yields nave been difficult and we 
hope that you can put that in the 1985 farm bill to make it easier 
for livestock producers to prove it. 

Mr. Harkin. Thank you very much. 

I'd now like to call Gerald and Janice Meyer from Orchard, Dan 
and Kathy Houser and Gerald Reiss. And also, Robert Oppold. 
Now, what I'm going to do is split up this panel. We don't have 
enough chairs for everybody but I thought Id take half and half. 
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So those people, Gerald and Janice Meyer, Dan and Kathy Houser, 
Gerald Reiss and Robert Oppold, come up here. 

I might say that one of the things I have always done in having 
hearings in Iowa is that we have an official list of witnesses. I 
intend to go through this witness list and maybe half-way through 
I am going to open it up for comments from the audience. If you 
have a comment or a question, at that point I just ask you to stand 
up and make sure your name is well-pronounced so that our re- 
corder there can get it down. I'd sure appreciate it. But I want you 
to know that we are going to hear from you, so if you have some- 
thing to say, hang on. 

I want to welcome you to the Subcommittee on Livestock, Dairy, 
and Poultry. I understand that, Mr. Oppold, you have an opening 
statement that you wanted to make. Is that right? 

Mr. Oppold. Yes, Congressman. We do not have a prepared text 
because I was not aware until this morning that I was to speak on 
behalf of these people. 

Mr. Harkin. That's fine. Just go ahead and identify yourself for 
the record and proceed. 

STATEMENT OF ROBERT S. OPPOLD, ATTORNEY, 
CEDAR FALLS, lA 

Mr. Oppold. For the record, my name is Robert S. Oppold. I'm an 
attorney in Cedar Falls, lA. 

The panel itself, the people who are here before you today, are 
primarily borrowers of Farmers Home Administration and their in- 
terest in the farm bill, I think, is quite obvious because irrespective 
of what is decided by the Congress as to the 1985 farm program, 
it's not going to do anything for these people unless they're still in 
existence. 

I am afraid that Federal Land Bank, Production Credit Associa- 
tion, and the Farmers Home Administration, as they were original- 
ly conceived to help the farmers in this country through the trou- 
bles in the Great Depression and see that the troubles of the Great 
Depression and farm economics would not be revisited upon us, are 
not doing the types of lending activities at the present time that 
they were conceived to perform in the farm commimity. 

Quite frankly, my experience in representing these individuals 
and others across the entire quarter of northeast Iowa has indicat- 
ed that all of our Federal lending institutions are looking on them- 
selves as banks or savings and loans or other private lending insti- 
tutions. The problem that we have, in particular. Farmers Home, 
really boils down to a lack of an effective appeals process. Certainly 
as, Congressman Harkin, you indicated in your opening remarks, 
probably the quickest and most effective thing that Congress can 
do for the American farmer at the present time is to reduce the 
deficit which will have the result of reducing interest rates, there- 
by reducing the strength of the American dollar overseas and al- 
lowing our farm commodities to be priced competitively with those 
of our international competitors. 

The PIK was an excellent idea. Fortunately, with the drought, it 
worked better than anybody contemplated. These people want to be 
in business next year in order to take advantage of the lower re- 
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ductions in feedstuffs that are presently in the marketplace. Mr. 
and Mrs. Houser, for instance, have received this week a letter in- 
dicating to them that they're not going to have any money to live 
on in the next 30 days and that Farmers Home has every intention 
of foreclosing on their farm. On January 18, 1984, they gave a writ- 
ten request to Farmers Home Administration for a complete copy 
of their file, which the regulations provide they may have free of 
charge. To date they still do not have that. 

Mr. Harkin. When was that? In January? 

Mr. Oppold. January 18, 1984. 

That file is critical for them in order to ask for the particular 
types of programs that Farmers Home has available, deferral, rea- 
mortization, extension and — as well as, just, new loans. They 
cannot deal effectively with Farmers Home unless they have their 
files. Everyone of these people here has had a similar type of situa- 
tion, where, when they became in trouble that the program did not 
explain to them and after they went through 1 or 2 years of just 
trying to get by, they find themselves in so deep at the present 
time that Farmers Home is saying, "There's absolutely no way we 
can rehabilitate you.'' 

These are the type of people that Farmers Home is designed to 
help, those people who have no other recourse to any other lender, 
those people who have a negative net worth when they're starting 
farming, people who have to have the Government behind them. 

Mr. Reiss here, for example, would be an excellent case, I think, 
in terms of how. Farmers Home Administration handles a particu- 
lar case. Mr. Reiss, if I remember correctly, started in 1979 with 
Farmers Home Administration. He is a tenant farmer. He does not 
have any land of his own that he owns. He lives with his folks. His 
income that he used for living last year was $3,000. Everything 
that he has he puts back into his farming operation. In 1979 he got 
his initial loan. In 1980, he increased the loan size. Then in 1980 he 
had some hail and so at that point, finally got an economic emer- 
gency loan and an OL loan. Interestingly enough, the economic 
emergency loan was front ended so primarily all the payments 
would be made in the first 2 years, whereas the OL loan, which is 
ideally designed to be paid back in the first year of operation, was 
spread out almost on a flat rate over 7 years. 

In 1981, once again, he had a severe hail problem, much more 
severe than in 1980. AH these years he paid back all of his loans. 
In 1981 when he took in his income, on his EE loan he paid $94,000 
out of 

Mr. Reiss. I paid $140,750 back. 

Mr. Oppold. That's right. And if my recollection is correct it was 
about a $120,000 loan. That was an EE loan. So in 1982 he goes in 
to Farmers Home Administration and I'm there with him and, 
being a real neophjrte in these particular matters, we felt that we'd 
just sit down and go through the cash flows and try and impress on 
them the idea that you're here to help serve this guy, we can get 
back on our feet if you can give us operating capital. Nothing was 
ever said about deferral. Nothing was ever said about reamortiza- 
tion. Nothing was ever said about the fact that they can cut the 
interest rate in half and have the other 50 percent of the interest 
rate to be guaranteed by the Government. These are things that 
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this individual could have used. Nothing was ever indicated that he 
could have had an LR on his old OL loans, on his resourcefulness, 
right. 

The long and the short of it is that he had absolutely no operat- 
ing money for 1982. His bank in New Hampton was willing to fi- 
nance the hogs for that particular year because that's another 
source of his income. Well, he farmed corn, soybeans, and hogs, is 
what comprised his operation. The bank went to Farmers Home 
Administration and asked them for subordination so that they 
would be guaranteed that when the money came in that they 
would be paid back on their loan. Farmers Home refused. To date, 
no acceleration has been performed on Mr. Reiss' loan, he's re- 
ceived no notice that any of his accounts are being accelerated or 
that he's going to be foreclosed or forced out of business. But what 
he is being told by the county supervisor is that if he sells any of 
his com that his trade suppliers put in and took a security interest 
on his crops, and this is primarily in 1983, that if he took any of 
that crop and used it for another purpose than paying Farmers 
Home, that they were going to put him in jail. 

Now, in Mr. and Mrs. Houser we have a similar type of situation 
where, in essence, that they would go in to the Farmers Home Ad- 
ministration, they have a bad year, that they need to have some 
restructuring of their debts, it s refused and at the present time 
they are looking at being forced out of their operation. 

They have no effective way of trying, after Farmers Home on the 
county level denies an operating loan for any year, they have no 
effective way to appeal that to, like, an administrative law judge, a 
completely independent party. They have no effective way to 
appeal on the foreclosure and acceleration notices and yet if they 
want to try to protect themselves in court, their only option is 
either to go through the entire appeals process and wait until the 
actual foreclosure documents are filed in court to move against 
them or move off their farm. 

These people have absolutely no recourse. 

Now, with Mr. and Mrs. Meyer, Mr. and Mrs. Meyer filed a chap- 
ter 13 and they are buying their farm on contract. In their particu- 
lar situation they're a dairy farming operation. They had worked 
out with Farmers Home Administration, I believe, that Farmers 
Home would get 30 percent of the milk check and the remainder 
would be for living and also to bring current the deficiency on the 
land contract. The Government, in its infinite wisdom, has seen fit 
to reduce the price of the milk commodity. The price is being paid 
so in 1983 Mr. and Mrs. Meyer presented their farm and home 
plan, and part of that plan was that the Government would not 
take any of the milk income to service its loan so they could use 
that to bring current their land contract pajrments and also to live 
on. 

The county supervisor did not accept their farm and home plan 
so their attorney, at that point in time, as well as representatives 
from rural America started writing to Mr. Pim and other officials 
in the Farmers Home Administration, in essence, asking for the 
Farmers Home Administration to relinquish its 30 percent on the 
monthly milk checks. What they found out in the response from 
Farmers Home is that Farmers Home was not able to do that be- 
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cause there was not a 1983 farm and home plan on file. And at the 
present time they're looking at a situation where we either are 
able to break the security interest that Farmers Home has and free 
up their milk income and the result would also be to free up all of 
their personal property or for them to file a Chapter 7 and they're 
completely out of farming. 

With Mr. and Mrs. Pines, basically the facts on their situation 
would be the same, they were never advised as to what their op- 
tions are in terms of trying to get new loans and at the present 
time basically given absolutely no help from Farmers Home Ad- 
ministration. I believe my time is up. 

Mr. Harkin. Thank you very much. 

Mr. Bedell. Fd yield to Cooper. 

Mr. Evans of Iowa. Yes, Mr. Chairman, I appreciate your taking 
the time today to allow this panel to appear. To add to their testi- 
mony that I think we have a serious problem out there and Tm not 
sure whether you know this or not. I have asked the inspector gen- 
eral of the USDA to come to Iowa and look at the situation in this 
part of Iowa with the Farmers Home Administration. 

I understand that those representatives from the inspector gener- 
al are here at this time and are conducting the investigation. I 
hope that from it there will be a report that goes back to the Secre- 
tary outlining some of the difficulties that exist out here. I thought 
it was very important also that these people have an opportunity 
to bring that type of problem to the attention of this subcommittee 
today so that those of us who are on the Agriculture Committee 
are aware of it. 

I would like to say to Mr. Oppold that I surely appreciate your 
coming here today to represent the panel. Since you have worked 
with them I'm very much interested in what you think would be 
an effective appeal process. I don't think we need to go into that 
detail today but if you would get in touch with me on that subject I 
would like to explore it in more detail. 

Mr. Oppold. I'd be very happy to work with you on that. Con- 
gressman. 

Mr. Bedell. Cooper, do you know what counties they are check- 
ing? 

Mr. Evans of Iowa. To some extent, I think the eastern edge of 
your district and the northern part of mine. 

Mr. Bedell. I've got some other areas, I think, in my district that 
they might take a look at. 

Mr. Harkin. That's what I was going to say. When you get 
through with them send them to southern Iowa for awhile. 

I just want to know if any of you have an)rthing that you wanted 
to add to what your spokesman, Mr. Oppold, has said. I'm sorry for 
the time but we always operate under these time restrictions. Mr. 
Reiss, did you have something? 

STATEMENT OF GERALD G. REISS, FARMER, CHARLES CITY, lA 

Mr. Reiss. I've got a little proposal here. On the phone we talked 
to Berkley Bedell's office and Mr. Harkin's office. 
No. 1, we need a 20-percent profit on grains. 
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No. 2, we need a 40-percent profit on livestock because there is 
greater risk in livestock due to death and diseases. 

Three, they talked on conservation. We need one-third cropland 
coverage which is like putting conservation coverage crop on rotat- 
ing corn acre base reason, not crop base acres for every 3 years, 
rotating oats, hay, corn, beans, but keep one-third of the land in 
crop cover. 

Four, leave windbreaks for soil erosion and wind control. Trees 
help clear the air and bring moisture back to control the weather. 
Windbreaks will help keep down fuel cost in winter and help keep 
roads from blowing shut full of snow in the winter. And also, trees 
will give wildlife more protection. 

Five, we need a wind belt every one-half mile running north and 
south and every one-half mile east and west. But of 160 acres, a 
third half you'd put into cover crop. I know this is going to hurt big 
farmers, but if we don't we are going to be back like the Dakota's. 

Six, guidelines to the poles and to set aside according to the lay 
of the land and the land usage and the boarding land. 

I think we need an appeal proposal set up on a basis of four dis- 
tricts in the State, dividing the State, the Highway 30 north or east 
and west, and Highway 65— or 69 north and south. Setting a center 
up in Ames as the center of the location, divide each four sections 
of the State into one to four subdivisions in each one-fourth the 
State giving us 16 people out of these sections of the State to repre- 
sent us farmers for a fair appeals and decisions on farm programs. 

Having one farmer, one banker, one ag business, and one small 
business person, out of them four a fourth of each section. Then 
those four people can bring proposals to bring to the center and the 
laws be made at the State level, sent to Washington as the farmers 
want them and then come back and let the farmers vote on them 
before they become law. That is the only way we can get Iowa back 
into production as Iowa survivals, or we are all doomed. Thank 
you. 

Mr. Harkin. Thank you. 

Does anybody else have anything they want to add? 

Mrs. HousER. Yes; I would like to say something. 

Mr. Harkin. Sure. 

STATEMENT OF KATHY HOUSER, FARMER, IONIA, lA 

Mrs. HousER. Looking out there I see a lot of faces. They look 
kind of bored. 

The thing that really bothers me is that there is a lot of prob- 
lems on the farm right now, and if something isn't done all those 
people that are bored and think, this is really crazy, why are they 
up there doing this? It may not effect them now, what's going on, 
but if something isn't done, it's going to. Then they are going to 
say, why didn't I do something, or help, help. 

That's why most of us here have been racking our brains for 
almost 2 or 3 years, trying to get something done, because it has 
affected us. 

I've run into a lot of people who have had a lot of problems with 
the Farmers Home Administration and PCA. They won't say any- 
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thing because they are too embarrassed, either their pride or they 
don't want their neighbors to know that they are having problems. 

I think it's time for a lot of these people to come out of the closet 
and do something. The remark was even made that we're having 
problems, sure, but you guys will take care of it. That isn't the way 
it should be. If we want an)rthing done, we are going to have to 
start talking not just us but other people. It's going to effect every- 
body sooner or later, like it has us. 

Mr. Harkin. I think I see more and more farmers in Iowa who 
are now beginning to speak up on this whole situation. I can just 
tell you that I've been in Congress 9 years now, on the Ag Conmiit- 
tee 9 years, and periodically things happen and you get calls from 
farmers and things like that. 

My phone has never been as busy as it has been in the last 8 to 4 
weeks, in the 9 years I've been in Congress. In the last 8 to 4 weeks 
I literally can't even get to my phone. It has been ringing all day 
long and into the evening from farmers here in Iowa, and I don't 
mean just my offices in Iowa, I mean my office in Washington. I've 
never seen an)rthing like it. 

Something is happening out here that is very deep, because we 
are getting calls from farmers that I've known who are in good 
shape. All of a sudden they are calling me, they may not be calling 
other people but they call me. 

Mr. Bedell. No, they're calling other people. 

Mr. Harkin. All right. 

Mrs. HousER. But it's time to get off the wall on this thing. 
Somethings got to be done and somethings got to be done soon. Not 
just for us but for everybody, because like I said it's going to effect 
everybody and it's time to do something. A lot of people are just 
really angry, really angry. 

Mr. Oppold. Congressman, I would like to interject something. 
It's been my experience too, in working with distressed farmers 
and having handled some farm sales to try and work them out of 
particular problems. There was an article, I believe it was in the 
Des Moines Register about a month ago, and I may stand corrected 
on it — the long and the short of it is that they are talking about 
the corporations — are not taking over the family farms, and that is 
true. But the fact of the matter is we are still losing the family 
farms because we are seeing people with money — doctors, dentists, 
lawyers, business people who have cash and are looking for an in- 
vestment and some tax shelter, those are the people who we gener- 
ally look to and find and help bail out these farmers. 

If we can't get any of the money from a bank, those are the only 
other people we can look to in order to help bail out a person to get 
them out of their financial difficulty. 

So we are looking at a very serious situation here of ultimately 
having ourselves a State with tenant farmers and with the individ- 
uals who actually own the land no longer on the land caring about 
the land. 

Mr. Harkin. I'm sorry, you, Mrs. Pines, did you have something? 
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STATEMENT OF ANN PINES, FARMER, NASHUA, lA 

Mrs. Pines. We are dairy people and right now we are in the 15- 
month dairy program. M3rself Vd like to see that dairy program 
continued for at least another year, instead of lowering the support 
price. Because basically if you lower that support price you Ve got a 
dairy man out there that has to make a certedn number of dollars. 

He is going to make those dollars if he has to-milk twice as many 
cows as he is right now. The only thing that they could do is drop 
the 50 cent assessment for those that are currently in the progrgim 
as a sweetener to get more dairymen in the program. You might 
have to open it up for another month just to give the people an 
opportunity to sign up again, but maybe that will eliminate some 
of that extra milk, guys are going to have to produce to get their 
income up. Because lets face it, you've got so many dollars you 
have to pay back in a years time, and you're going to have to do it 
if you have to milk a 100 cows. 

The other thing I have to say is there is a poor signup. There is 
no doubt about it, there is a poor signup. One of the biggest com- 
ments I got about the signup was that they can't trust the Govern- 
ment programs, so they didn't feel they could sign up. 

[The prepared statement of Mr. and Mrs. Pines appears at the 
conclusion of the hearing.] 

Mr. Harkin. Did you enter the progrgim? 

Mrs. Pines. Yes, we did. 

Mr. Harkin. And you did to? 

Mr. Meyers. No. 

Mr. Harkin. Well, that's about it, we just didn't have enough 
signup. I appreciate that. 

Any last things before I dismiss the panel? 

Mr. Oppold. Yes. 

In line with that, Congressman, I think it would probably be a 
wise idea to seriously consider relieving the farmers of having to 
pay back the deficiency pajrments for 1983 and seriously look at 
that. 

The long and short of it is that all the money is going to the 
banks or the financial lenders and there isn't any money left 
unless they borrow again to pay back the deficiency. 

Mr. Harkin. The problem with deficiency pajrments for some 
farmers was it was taken right out of their check. 

Mr. Oppold. That's true, but in a lot of them they don't have 
that. I have seen people that have that particular problem that 
they do not have the money to pay it back, and then they lose all 
benefits from under the Commodity Credit Corporation because 
they have a deficiency outstanding. 

Mr. Harkin. Thank you all very much for coming here today 
and telling us about your situations, and I would tell you, without 
any reserve contradictions, that Congressman Evans and Bedell 
and myself, we are very aware of what's going on. And sometimes, 
I speak for myself, I get very frustrated by the seeming inability of 
Farmers Home to act or react to the situation we're in. 

It seems to me that Farmers Home was set up, as you sfidd, spe- 
cifically to help people like you, but it seems only to help in normal 
times. In abnormal times it just fell all apart. 
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Mr. HousER. Everything is going on while they're there. 

Mrs. HousER. In the comments that weVe heard in several 
places in the last 4 years youVe been back peddling. How can you 
help it the way it has been the last 4 years? So, how are we sup- 
posed to help not back peddle? 

Mr. Harkin. Thank you very much. 

Mrs. HousER. Thank you. 

Mr. Harkin. Next Fd like to call a Richard Nickerson, a farmer 
from Clear Lake. Is that right? 

STATEMENT OF RICHARD I. NICKERSON, FARMER, CLEAR LAKE, 

lA 

Mr. Nickerson. Mr. Chairman, Mr. Bedell, and Mr. Evans, this 
is my first experience at an3rthing like this so if Tm going at it 
wrong, I hope that you will accept my apology. 

Mr. Harkin. Mr. Nickerson, welcome to the subcommittee. As I 
said, you don't have to have a prepared statement, just go ahead 
and proceed as you want to and TU try to give you a high sign in 5 
minutes or so. 

Mr. Nickerson. OK. Tm Dick Nickerson, a farmer in the Clear 
Lake area, and Td like to bore you with just a little bit of back- 
ground so I can have some background for my concern here. Now, 
my wife and I started farming in 1950. And I can really relate to 
these people that were just sitting in these chairs. There is only 
one difference. Back in 1950 we had 160 acres; we had a flock of 
pullets, about 12 dairy cows, about 24 sows, had a 4-year crop rota- 
tion. The big difference was my granddad didn't foreclose on me. 
We were allowed to keep at it and we worked out of it, and we 
made progress. We went from that type of a farm operation, which 
was diversified, a family farm; that was 1950. That was a diversi- 
fied family farm. 

In 34 years Fve followed the national direction of agriculture 
from diversification to specialization. We first went to chickens and 
increased the dairy herd, then went to dairy cow herd. I went into 
the beef cow production, and from the beef cows they left. And 
today my operation is 780 acre corn, beans, and hog. I produce 200 
litters, I farrow and feed out 200 litters of hogs a year. In this 
period of time, we went from having grain surplus — in the 1950's 
where the price of corn didn't change more than 5 cents in a whole 
year. 

Then we went into the 1960's, into the subsidy era. Then we 
went into the 1970's, into the Russian wheat deal and the floating 
dollar. And you all know what happened to that. Now, we're in the 
1980's, back facing the strong dollar, weak economies, potential 
surpluses. 

Also during this time we had farm programs, a whole period of 
time we had farm programs. I have participated in all the pro- 
grams through this period of time. There was one consistent in 
the farm progrgims that we had during this period of time. That 
consistency was inconsistency. We never knew from one year to the 
next what the program really was. From time to time they even 
changed the rules in the middle of the stream. We'd get our crop 
planted, and even one year I think we had harvested and they 
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changed the rules. Consequently, we as farmers are always trying 
to outsmart the program. If we stayed out of the program and got 
into surplus and price problems, that was all right. There'd be an 
election year rolling around. They'd straighten up their progrgim 
and bail us out. 

And back in 1979 I attended a farm forum right in this very 
room. There was a Ph.D. from one of our agricultural colleges that 
had charts that showed the coarse grain production had main- 
tained a lead over the population growth for over two centuries. 
And he indicated thac this would continue and expressed that we 
must, as a nation, have some sort of a reserve program. Now, at 
that time, it was in 1979, our grain bins were empty as you remem- 
ber and exports were booming, and I questioned his theory. I got 
my answer in 1981 and 1982. And you people all know what the 
answer is. 

Now, Tve told you what happened, and now Td like to tell you 
what I think should happen. In our new program that you're talk- 
ing about next year I feel should be a long range and consistent so 
we can anticipate as farmers if we choose to stay out of the pro- 
gram, let us suffer the consequences. Keep politics out of it. We 
had a choice. Now they sweeten it up and bail us out. Then we can 
pay for it in the next couple of years. We must have, in this pro- 
gram, we must have production control because our coarse grain 
output is going to keep up ahead of our population growth for the 
next few years. 

Tm in a hog business as far as livestock is concerned, and I feel if 
we can control coarse grain production, the hogs will take care of 
themselves. Tm not going to get into the cattle. If we control coarse 
grains, the hogs and the soybeans I feel will take care of them- 
selves. 

And part of this program must contain a reserve program. We 
must have some sort of reserve to take the hills and valleys out of 
our productions and our price. Now, Tm not in favor of the United 
States draining the world reserve supplies. Now, how are you going 
to keep from this. This is what we've been doing. And how we can 
keep from this I don't know. But I'm not in favor of that. We must 
have an export policy that's competitive worldwide. 

And, I feel that this farm program should be tied to soil conser- 
vation. I've been a commissioner in this company for 15 years and 
if we expect to take the tax money and use it to protect the agricul- 
ture industry, I feel that we, as farmers, must protect the resource. 
We're going to have to quit treating our soil as a commodity and 
treat it as a resource. 

We've gone from a 4-year rotation, that's corn, oats, and meadow. 
Now we have an intensified row crop rotation. Soil erosion definite- 
ly has accelerated. In order to make soil conservation programs 
work, they must be economical. We hear a lot of talk about resi- 
due, leaving a resident, no till. We hear a lot of talk about conser- 
vation tillage, and we've made a lot of progress in this area. But I 
would say to you here, if it was cheaper to plow today than it 
would be to chisel, we would still be plowing. 

Soil conservation, in order to make it work and make strides, has 
to be tied to economics. And one way to tie it to economics is to tie 
it to the Federal farm program. And that's my opinion. And it's 
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difficult, I know, to sell soil conservation in Washington, DC, be- 
cause it's difficult to sell soil conservation in Cerro Gordo County. 
It must be economical and feasible or we're not going to do it. 

And I tell you gentlemen, when the soil conservation needs 
become apparent that we must do something or it's going to be too 
late. It's very difficult to sell soil conservation when we've got sur- 
pluses and yields that we've got today. So, basically that's my con- 
cern as far as your farm program is concerned. 

I thank you. 

Mr. Harkin. Thank you for your encapsulation of history and for 
your suggestions. 

Cooper. 

Mr. Evans of Iowa. Yes, Mr. Chairman, since he is very much 
involved in soil conservation, that is an element in the next farm 
bill, there is one question that I would like to raise. There are 
great differences of opinion in Washington and in this administra- 
tion on the importance of cost share funds in an overall soil conser- 
vation progrgim for this country. I would be very much interested 
in your views as a commissioner whether you think that part of 
the program is an important one. 

Mr. NiCKERSON. The cost share funds definitely. 

Mr. Evans of Iowa. Yes. 

Mr. NiCKERSON. We need cost share funds. There are cheaper 
ways to accomplish soil conservation and permanent practices such 
as terracing. But they are also needed, and also we not only need 
cost share funds but the USDA is consistently cutting the budget 
for our technical help, our Federal technical help. It has gone dras- 
tically, and we have to have these technicians and these district 
conservationalists to get this work on the land. 

And that's our real handicap. We keep trying to figure out how 
we can get it done with less and less. And we're taking more State 
cost sharing funds, and we're even getting funds from the county to 
try to get this work done. And so the cuts in funds are drastic and 
they're hurting. 

Mr. Evans of Iowa. I don't know. I do understand that, and I 
think it's a mistake to cut the technical help. I think there is one 
innovative thing in the budget bill at this time and which, the Ag- 
riculture Committee put in there. I hope it stays in there as it goes 
through the process. It recognizes the fact that a few States like 
Iowa have legislatures that appropriate cost share funds. And they 
are very much in the minority. I think there are only about four in 
the United States. 

In our agriculture budget bill there is a provision in there that 
says those States which do have State appropriations, the Federal 
Government will match those State funds, dollar for dollar, in 
order to increase the leverage of those funds. And then divide the 
rest of the funds. I think initially that's going to benefit Iowa. But 
the important point on a longer term is that I think it will make a 
lot of the legislatures around the country adopt a program similar 
to Iowa's. 

I thank you very much for your testimony. 

Mr. Harkin. Thank you very much, Mr. Evans. 

Next, I'd like to call a Mr. James Andrew of Jefferson, represent- 
ing the Iowa Com Growers Association. 
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STATEMENT OF JAMES O. ANDREW, REPRESENTING THE IOWA 
CORN GROWERS ASSOCIATION 

Mr. Andrew. First of all, Mr. Chairman, on behalf of the Iowa 
Com Growers Association I thank you for this opportunity to 
appear before this distinguished panel. 

My name is Jim Andrew. I farm approximately 1,400 acres in 
Greene County and live in the county seat of Jefferson, lA. I serve 
as president and general manager of our fgimily farm corporation, 
which is strictly a cash grain operation — corn and soybeans, no 
livestock. 

I am currently chairman of the ICGA's Policy Development Com- 
mittee and, as a director to the National Corn Growers Association, 
serve on that organization's legislative committee. 

I have been a member of the Com Growers since it was headed 
by Walter Goeppinger. 

rd like to take a moment with you to explain a little bit of our 
philosophy in addressing the 1985 farm bill. The Iowa Corn Grow- 
ers Association believes, first and foremost, that this Nation's farm 
policy must change from supply management to market develop- 
ment. 

Fifty years of supply management policy has only served to in- 
crease production around the world, thus reducing our share in the 
marketplace. 

In addition, while this policy has been directed at the admirable 
goal of keeping farmers on the land and making American agricul- 
ture profitable, that has obviously not been the case. There have 
been only a handful of profitable years in the past half century, 
and the attrition of farmers from the land has been steady. It's 
time for a change to something that we know works. 

The 1985 farm bill offers a vehicle to make this change from 
supply management to market development. Therefore, we believe 
it should be viewed as a transitionary piece of legislation. 

Now, let me explain a few of the mechanics as far as different 
points that we would like to stress in an 1985 farm bill. 

To further remove politics and increase stability for planning 
purposes on the part of the producers, we wish that the bill should 
be in effect from 6 to 10 years, instead of the normal 4 years. 

It seems, sometimes, working in our various commodity groups, 
as though we have to start developing our proposals for the next 
farm bill before the ink is even dry on the present legislation. And 
this would greatly help us, we feel, in extending the period of its 
life. Over the life of the bill, the ratio of dollars spent on supply 
management versus market development should be reversed. In 
other words, if $9 is spent today on supply management programs 
and $1 goes for market development, at the end of the life of the 
1985 farm bill the figures should be $9 for market development and 
$1 for supply management. 

We favor the formation of a quasi governmental-industrial farm 
producer corporation — similar to the Tennessee Valley Authority, 
and this should be considered to further develop markets for U.S. 
farm commodities, both overseas and domestically. It would repre- 
sent all commodities and would handle access to such things as 
credit programs, the revolving credit fund, barter situations, and 
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the development of products that are geared and aimed at a specif- 
ic market, especially overseas. 

One of the reasons that this idea cgime to point is that we under- 
stand that this is what the Japanese have done very effectively. 
They pick out a countn^ that they wish to move a product into or 
develop a product for. 'ftiey put a team of individuals living in that 
culture, and where our attitude has always been one of dump and 
products over there and let them figure out what to do with it, the 
Japanese take the attitude of bring their team back £uid develop a 
specific product geared to the needs of that culture. 

Since policies similar to those now in effect will be required in 
1985, the terms reserve, target, and loan must be carefully defined 
as to the existence, use, and amount. Recently, we have heard a 
call to put the feedgrains programs on the same basis as a soybean 
program, and in figuring the loan and the target and things of this 
nature. Our only apprehension regarding that would be that we 
would want to see some firm economic studies that would show the 
impact when corn and the other feedgrains are no longer under the 
programs of the past. In other words, when they are all under the 
same way of figuring these loan amounts. We want to ensure that, 
perhaps, the reason the soybean loan has been so successful in the 
past is not because we had the other programs for the other com- 
modities. So, we feel that this deserves a little bit more study 
before we rapidly jump on and enforce that policy. 

The structure of America's farm unit must be redefined in terms 
of economics. Some of us get a little bothered at times with the 
term family farm, and we feel that it needs further definition, and 
that it can embrace everjiihing from I have friends that are on a 
half acre and they regard that as a family farm up to thousands of 
acres that are under old family control m this country. And so, I 
think that we need to, perhaps, change the terminology or further 
redefine it so that we're all talking and grasping from the same 
basic building block. Perhaps we need to address the farm bill on 
the basis of two farm bills, depending on the size of acres repre- 
sented, and perhaps we need to have one for a smaller farmer that 
is oriented toward social policy. And the larger farmers would be 
represented by one that would regard more from the basis of food 
policy. 

Everything in the bill should be weighed in relation to how it 
will strengthen these basic farm units. Because of tren^endous eco- 
nomic and production problems in recent years, funding must be 
made available for new farmers and those in financial difficulty 
through no fault of their own. 

When dealing with supply management programs, past experi- 
ence has shown that large producers must be included to ensure 
success. Dollar limitations only guarantee the failure of supply 
management programs. We feel that access to Government pro- 
grams and benefits must be open to all who comply regardless of 
the size of their operations. 

The creation of a recourse, long-term CCC loan should be consid- 
ered. Under this program, the loan would be interest-free after the 
first 9 months. However, there would be no opportunity to forfeit 
grain under loan to the Government. All other present programs 
would be eliminated. Such a loan payable in dollars would elimi- 
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nate the U.S. Government owning large surpluses of grain and the 
very shadow that they hang over our cash markets. 

A long-term land reserve should be considered. It would be based 
on carryover and must be open-ended, meaning that it can go on 
year after year. Grazing would be allowed on a bid basis. 

Storage pa3mients on farm storage should be on the same rate as 
those made to commercial elevators. This could be determined on a 
State-by-State basis. I believe if you'll look closer, at present there 
is a minimum of 15 cents difference between what a farmer gets 
for storing corn on his farm and what his commercial elevator 5 
miles away receives. And we don't feel that there is enough differ- 
ence in the quality delivered to justify this treat. 

Again, Congressman Harkin, the Iowa Com Growers Association 
thanks you for this opportunity. While we realize the preceding 
concepts demand a great deal of study and further refinement, the 
ICGA believes we have an opportunity at this early date to evalu- 
ate such new proposals. 

We have always believed a free market orientation is the key to 
profitability in agriculture and are thus promoting the 1985 farm 
bill as an opportunity to redirect American agriculture towards 
market development type programs. By taking such action today, 
we will be better able to deal with the overabundance of production 
that genetic engineering in com breeding promises to unleash on 
us in the very near future. If we fail to prepare for these high 
yielding new crop varieties which are coming onstream in all com- 
modities, we will have a supply management and depressed farm 
scenario, the likes of which we have never experienced before. 

I will be happy to answer any questions you have at this time. 

Mr. Harkin. Thank you very much, Mr. Andrew. 

Congressman Bedell. 

Mr. Bedell. Thank you, Mr. Andrew. 

As has already been mentioned, we had hearings last week in 
our Ag Committee. Two of the proposals in your list here were, I 
think, heard quite extensively. One of them is an effort to increase 
resources for market development. 

Do you expect that you will have anything more definitive as to 
, some of the specific proposals that your organization would propose 
in that regard? 

Mr. Andrew. Very much so. Congressman. This testimony was 
based on a 1-day meeting in Des Moines of our committee, and 
that's as far as we have been able to get to the present point. But 
we have another meeting scheduled in March, and we hope to 
come up with some further refinements. We realize it's awful open- 
ended right now. 

Mr. Bedell. I think two of those proposals came forth, maybe as 
much as any proposals, and especially your second one for the 
Long-term Reserve Program. I would urge you in your delibera- 
tions to see if you could come forth with as specific a proposal as 
possible. 

Thank you. 

Mr. Harkin. Congressman Evans. 

Mr. Evans of Iowa. Thank you, Mr. Chairman. 

Yes, rd agree that there is a great interest in the long-term land 
reserve. The area that I would be very much interested in is know- 
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ing what incentives the corn growers think would need to be pro- 
vided. How would one provide the incentive to farmers to do that? 
Some thoughtful consideration of that particular element would be 
useful. 

Td like to take just one more moment to explore with you your 
concept of the Tennessee Valley Authority Corporation to do 
market development. I share your concern in that area because I 
think that we in this country as a Government do a very poor job 
of market development. Our Foreign Ag Service is excellent for the 
purpose for which it was designed, but it really isn't a market de- 
velopment tool. We need that. I guess, due to the brevity of your 
statement, Fm not exactly sure what you have in mind. My specific 
question has to do with just how would it function. Would it just 
develop markets, or would it also include some of the operating ele- 
ments or something like the Canadian Wheat Board, that buys and 
sells grain. 

Mr. Andrew. No, we do not figure that it would get into the 
marketing concept at all. We want to maintain our free markets. 
However, where weVe really been stumbling and we can point, I 
think, with a great deal of success, everybody that's worked in a 
commodity group in this room to the work of the corporate officers 
and the cattlemen and the corn growers and the Soybean Associa- 
tion and their successes overseas. And yet we look at FAS cutting 
off matching funding at times; we look at a 1981 farm bill that in- 
troduced a revolving credit fund that has never been funded, and 
it's just like this where we need more money and assistance in 
order to make more successes overseas. So, we do not endorse a 
marketing board concept at all. 

Mr. Evans of Iowa. OK. Thank you. 

Mr. Harkin. I just wondered about this whole idea of a land re- 
serve program. I don't know if you were at the corn growers in Des 
Moines at which I spoke a month and a half ago, but I, at that 
time, raised the problems that I see inherent in what has come to 
be referred to as cross-compliance. I used to be a supporter of cross- 
compliance. I have come to the opposite view now, that cross-com- 
pliance is counterproductive and that you need something like a 
paid land-reserve progrgim. 

At that meeting, a couple of individuals in the audience raised 
the question of a mandatory program and your second one here 
about reversing the amount of money spent on market develop- 
ment in supply management. It seems to me if you're going to re- 
verse it that way, if you sweeten the pot just a little bit, how are 
you going to get people to go into the program if it is voluntary? 
Are you hinting at some kind of a mandatory progrgim here? 

Mr. Andrew. No, I believe. Congressman, what our intentions 
are is that we have no supply management program say 10 years. 
If we got a 10-year farm bill, by 1995 all of the productive land that 
we want to put into production could be in production. It's our 
basic philosophy as we pull back land for production, it only stimu- 
lates the Brazils and the Argentinas of the world to go further into 
the jungles and to produce more to make up for what the United 
States cuts back. 

So our basic premise is that supply management, as far as land 
being pulled out, is perhaps not the best way to go. I realize that it 
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is unclear, perhaps, because we're talking a transitionary time 
table. We can't just make a rapid today supply management tomor- 
row market development. We're going to have to work through 
this, and it's going to have some growing pains and, perhaps, we^e 
going to have to work real hard 

Mr. Harkin. Just a minute. Now, you're talking about a long- 
term land reserve program; right? 

Mr. Andrew. Correct. 

Mr. Harkin. Well, you have to pay people to take that land out; 
do you not? 

Mr. Andrew. True. 

Mr. Harkin. What happens if you pay people to take it out for 5 
years? 

You pay them to take it out for 5 years, and then let's say the 
price of com goes to $8 a bushel. How are you going to prevent 
them from saying, "Hey, I'm going to plow that up again." 

Mr. Andrew. Perhaps they could buy their lease back from the 
Government and bid back in. 

Mr. Harkin. And let them plow it up again? 

Mr. Andrew. If that need be. We very well, if you 

Mr. Harkin. What you're sa3dng is go ahead and take it out, but 
if they want to get back in, they can get back in if the price goes 
up. 

Mr. Andrew. Well, if you look at ASCS base acreages, they have 
constantly been ballooning over the years. We don't seem to have 
any problem finding more land in this country to put in produc- 
tion. So, we have very little control over that to begin with, and I 
don't know that if we take some of the fragile lands out that they 
could not be refarmed and, perhaps, maybe good for the soil basis 
to have them farmed 1 year out of 5. And then rest for four. 

Mr. Harkin. It seems to me an3rtime the prices go up, they would 
sit down and calculate as to whether or not it would cost them to 
go back in or get back out. That's why I was wondering about the 
idea of a mandatory program. At that meeting in Des Moines I 
asked the question. I asked for a show of hands as to how many 
farmers would like to have the question put to vote; how many 
farmers would like to see a national referendum. You could vote 
yes or no on whether or not there would be a mandatory program 
or not. Do you think that would be wise for us to do? Let the farm- 
ers decide. 

Mr. Andrew. I don't know 

[Applause.] 

Mr. Harkin. Congress is not going to impose a mandatory pro- 
gram. But we might provide you, the farmers, the ability whether 
you want one or not. If you want one, then fine. 

Mr. Andrew. If that's the will of the people, so be it; that's de- 
mocracy. 

Mr. Harkin. So, you don't see anything wrong with us providing 
for a mechanism whereby farmers could decide whether or not 
they want a mandatory program? 

Mr. Andrew. No; but I wonder if you establish a dangerous 
precedent when you do that versus the other programs that this 
Government funds in the U.S. Congress. 

Mr. Harkin. Such as? 
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Mr. Andrew. Do we allow other people who are receiving Gov- 
ernment pa3mients to vote as to whether they have a mandatoiy 
basis under which they would receive them or not, or do we put it 
up to a vote of the nonrecipients as to whether we continue pay- 
ment programs to other people? 

Mr. Harkin. I don't understand that. 

Mr. Andrew. I guess what Tm saying — one issue that has been 
hot in the coffee shops at times is our Foreign Assistance Program 
overseas. If we were to put that up to a referendum of the Ameri- 
can people, is there any need to have a C!ongress? I mean, we're 
establishing a precedent there of, if we put so many issues up 
before the American people, then maybe this is the way that we 
will go in a computer, high technology environment, that we're 
looking forward to in the future. 

Mr. Harkin. I think that there is a mixup there. You go back 
and think about what you just said. There is a little bit of differ- 
ence between whether or not we have that kind of a direct vote of 
the people as to whether or not we'll spend whatever dollars from 
the Federal Government right down to the last penny or whether 
or not we say to the people, OK, here's a progrgim. If you want tiie 
program, it's going to be mandatory. Everybody is going to go in it. 
And we're going to let you decide, those of you who it affects, 
whether or not you will have that mandatory program. And by a 
majority vote or a 60-percent vote or whatever you decided, that 
means that if the program comes out, everybody has to go into it. 
It's a little bit different. 

Mr. Andrew. And that's the basic concept of democracy. 

Mr. Harkin. Sure it is. 

Mr. Andrew. So be it. 

Mr. Harkin. Sure. 

Mr. Andrew. I have no problems with that. 

Mr. Harkin. Congressman Bedell. 

Mr. Bedell. Can I get onto something else for just a minute. 

I hope that your organization will look very carefully at the fig- 
ures as projected for the future. Let me tell you the concerns that I 
see. I've got here before me the worksheets that are used within 
the Department of Agriculture. They may deny it, but I think it's 
pretty clear that's where it's from. They would project that the 
planted acres in the next years, 9 years I guess it is, no, 10 years, 
would increase by some 30 percent. They would project that the 
yield would increase by more than 50 percent. They would project 
that our exports would increase by 75 percent. But they would also 
project that we would have to have a 20-percent set-aside during 
that whole period and that prices would, in effect, decline during 
that whole period. 

What I'm trying to point out is I hope you realize the magnitude 
of the problems we have to look at when we say, "Well, what we're 
going to do is simply increase our foreign marketing." And they're 
projecting that we're going to increase it by 75 percent. And it 
doesn't begin to solve the problem. So, I hope we realize the magni- 
tude of the problem that we face here, especially as to how we get 
the supply and demand in the balance under these circumstanoea 
If their projections are right, and the thing I tell everybody is the 
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only good thing about these projections is they've never been right 
yet. So, there is no reason to believe them. 

Mr. Andrew. As an organization, the National Corn Growers has 
funded a project presently underway between Iowa State Universi- 
ty and the University of Missouri, and they're working to try and 
get Illinois involved and that is to form an econometric model, 
which we hope will, if nothing else, provide a double check against 
USDA's figures on their projections. So, we're trying positively to 
come back. 

Mr. Harkin. Thank you very much. 

Mr. Andrew. Thank you very much. 

Mr. Harkin. Next Fd like to call on Darwin C. Kohl of Marion. 

Mr. Kohl, welcome to the subcommittee, and just give us your 
name and where you farm, what type of operations you have, and 
please go ahead and Til try to give you 5 to 7 minutes. 

STATEMENT OF DARWIN C. KOHL, FARMER, MARION, lA 

Mr. Kohl. Thank you. Congressman. 

My name is Darwin Kohl. I'm a farmer in Marion, lA. 

I raise livestock as my main enterprise. I average about 400 sows 
a year for selling, for breeding stock. I raise 1,800 head of market 
hogs and I sell somewhere around 50 head of boars a year. 

The main thing that I guess I'm here to talk about today is farm 
credit. 

I have traveled all the way from southern Iowa to northern Iowa, 
and I have met with hundreds of farmers over our State. 

I would like also to say it's just not our State that has a credit 
crunch. I have visited with seven other farmers from seven other 
States, and also I have talked with farmers from Canada, and they 
are in the same situation that we are in down here in Iowa. 

I know that doesn't do our situation any good, but I just want 
you to know that it's not just alone that's in the same credit situa- 
tion. 

There are some things that's going on out here that I would like 
to have you folks realize on our credit. One of the main things is: I 
think there is a lot of credit harassment going on. From one end of 
the State to the other, I have talked with people from ages 21 to 77 
years old. 

I've talked with one lady that's 77 years old that has had a 
stroke and can hardly carry on a conversation. 

And her banker, or loan officer, calls her every 3 or 4 days and is 
forcing her to give a loan or a mortgage on her property for her 
son and her to continue farming. I think the harassment on these 
farm loans should stop. 

Also, our farm loan lenders that are giving money to the farmers 
who were working before are, all of a sudden, deciding that cash 
rent from the farmer does not have to be paid in the fall of the 
year. 

They're taking all the money from our operations and saying, 
"tough luck to that farmer." There's a lot of that going on right 
now from an3nvhere from central Iowa, on south and there's quite 
an uproar about it. 
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There are several court cases being pending right now and I 
think something should be brought up and stipulated that cash 
rents due to the farmers should be paid first ahead of the banker 
even though without the land we cannot produce. 

To get back to one other thing that I would like to talk about 
here for a second. It's on home mortgages. 

When the banker or lending institute comes out and wants to 
put a mortgage on our property so that we can continue operating, 
I would like to see something set aside that the home farm — even 
though it sits right in the middle of the farmstead — I think some- 
thing should be exempt with a farm mortgage on the personal 
home farm. That's the first thing they got you when they're going 
to come out and sell you out is that they have a mortgage there 
and you're going to be sitting out in the middle of the street if they 
foreclose on you. I think something there should be done if it's pos- 
sible. 

Also, on some of our farm loans that the fellows who are in trou- 
ble on, if there was something that could be set up that the inter- 
est and the 1-years principal could be rolled back 1 year and let the 
farmer go ahead and produce for 1 more year and that would give 
the fellow a chance to go ahead with his farming operation instead 
of selling land. 

And what they're asking people to do now is selling cows, selling 
any type of livestock, for them to go ahead and produce and it's 
going to stop their income if they have to start selling these items. 

I think that> if something could be set up that interest could be 
rolled back 1 year and put it in back of the loan and let them pay 
it at the end after they situated around. I do agree and all the 
farmers I have talked to from one end of the State to the other, not 
a one of them has said, "I don't owe that money." Everybody 
agrees they owe the money but let's work it out. 

Let us get a plan that we can possibly work it out. And this is 
what the farmers are asking for. 

Another thing, too, on our cash flow statements and on our fi- 
nancial statements that we are presenting to our lending officer is 
that how they can all of a sudden deteriorate that to a zero to 
make you feel like you're about 2 inches tall or not even that tall 
and when you leave that office you say, "Man, I lost over $100,000 
this year" or $300,000 in the last year's operation just because of 
economic times. They're doing this to a lot of people so they feel 
bad and buckle at their knees to sell out. 

That's all I have to say on the farm credit part of it. 

There's one thing that really upset me. It's that one of the farm- 
ers that I visited with was from Alberta, Canada. They're raising a 
lot of hogs and I was quite interested. He said that in Canada they 
have an insurance policy they can take out for $3 a hog and this 
will give them a guaranteed price per hundred for the hog that 
they sell when they sell it. It s kind of like hedging but it s not 

Two weeks ago, they had hogs sell for $75 a hundred. They had 
this price guaranteed to them by their government. 

The thing that has really got me upset is that I asked him, 
"Where is the money coming from for these farmers to get their 
$75 a hundred guarantee? Is it through this insurance policy or 
how it operates?" And I asked them, I said "How far back- 
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where does your pork go to — the biggest share of your pork that 
you raise in Canada, where does it go to?** You can guess what 
they said, "The biggest share of it is shipped into the United 
States/* This is fine, a lot of our products are shipped up there, too. 
But we're pajdng 75 cents a pound for their pork to be shipped in 
here and we can't even get 42 cents for ours. 

So Fm quite upset and I think that something should be done, if 
at all possible, to guarantee to the livestock producer. 

We do have a farm program that protects the grain farmer and 
the dairy farmer and I think the beef and the swine industry 
should have something guaranteed if it's at all possible. 

I guess that's what I've come to say and that's what my idea is 
anyway. 

Mr. Harkin. Mr. Kohl, thank you very much. 

Congressman Bedell. 

Mr. Bedell. Yes. 

You got into the credit problem which is certainly the thing that 
I am hearing about right at this time. 

Congressman Evans has been involved, as have I, in an effort to 
see if the government lending institutions would — we would keep 
them from putting their land on the market. Part of the problem is 
apparently the land values, as you mentioned, have dropped so 
greatly. 

Mr. Kohl. Yes, this is correct. 

Mr. Bedell. The more land you throw on the market the more it 
lowers the value. 

Mr. Kohl. That's correct. 

Mr. Bedell. Do you have any idea how much help it would be if 
the governmental agencies, at least, instead of selling the land that 
they take back were to hold that off the market. Would that make 
any substantial difference in your opinion? 

Mr. Kohl. Oh, I think it would if you're talking a Federal land 
bank and FmHA foreclosures. I think it would make a big differ- 
ence because in our area alone there's both items that people have 
talked about. They do have a lot of land for sale and a lot of it is 
coming up for farm auction right now. Two years ago, up to this 
year, it would have brought anywhere from $3,300 an acre to 
$3,800 an acre and they're auctioning off real good farmsteads 
right now for anywhere from $1,400 an acre to $1,500. 

Mr. Bedell. That's what I heard. 

Mr. Kohl. It's real flat. 

There's one other thing that I would like to mention that I 
haven't brought up here yet on this farm credit. The FmHA has a 
guaranteed loan for disaster payment. Now, I was supposed to go 
down to southern Iowa to Ottiunwa tomorrow. 

The thing is that there are several farmers that qualify for this 
disaster loan. Say, for example, that their average base yield was 
135 and they were getting 60 bushels to the acre this year, as far as 
I'm concerned that's a disaster. 

But if their credit needs say substance can bear this loss, the 
FmHA is saying that we can't do you any help. If they're not going 
to give this person help that has a strong credit rating now and he 
is qualified for a disaster loan, they better give it to him because if 



40-328 O— 84 3 

Digitized by 



Google 



30 

they don't then next year this time he's going to be sitting here 
with the rest of us. This is the way I feel. 

Mr. Harkin. Mr. Kohl, my staff director, Mr. Palmer, just gave 
me some information on pork in Canada. You might all be interest- 
ed to know that last year the Canadian Government spent $246 
million in minimum support prices for pork alone. In other words, 
they have a pork program in Canada. 

It is also interesting to know that the increase in exports — ^I 
should say their exports, our imports — they exported in total num- 
bers in live hogs — in 1977 they exported 43,030 live hogs to the 
United States. Last year they exported 447,391. In terms of fresh 
meat in 1977 — fresh killed pork they exported to the United States: 
2,266 metric tons; in 1983, 9,315 metric tons. 

Mr. Evans of Iowa. Will the gentleman yield just a moment? 

Mr. Harkin. Yes. 

Mr. Evans of Iowa. Do I understand you right then that under 
the Canadian system that producer there is assured of like $70 per 
hundredweight but then when that pork comes to the United 
States the subsidy is made up by the Government and it comes in 
here at 45 or 50 or whatever. 

Mr. Harkin. That's right. 

Mr. Evans of Iowa. Is that the way it's priced? 

Mr. Kohl. That question that you just answered, Congressman 
Evans, I did not realize that but the thing is that if we have a feed 
grain program here and the corn here next year if it goes up to 
$3.50 and if our hogs roll over again like they re sa3ring a possibili- 
ty of $60 a hundred this year. But if it goes and stays up around 
the $3 or $3.50, you're going to see the hog producers dropping by 
the wayside also because they can't afford to feed out their live- 
stock. 

Mr. Harkin. Do you farm around Marion? 

Mr. Kohl. Yes; I do. 

Mr. Harkin. How long have you been farming there? 

Mr. Kohl. Since 1959. 

Mr. Harkin. What's the situation; are there many farms going 
up for sale around your area? 

Mr. Kohl. It's terrible. 

That's the reason why I said that from southern Iowa clear to 
northern Iowa I've been visiting with all farmers. 

In the Mechanicsville area, in Cedar Rapids — in Linn County, 
Jones County, and Cedar County — I've been attending some farm 
home meetings with the farmers that have called me and asked me 
to come down and just talk. 

There has been as high as 30 families that come into a home at 
night to sit down and visit and none of them, none of them, have 
money lined up for 1984 crop year. A lot of them are saying that 
the bankers are telling them, "You go home tomorrow and you sell 
a tractor, you sell some sows or whatever you have to sell to get 
them crops in." So, they do this by selling their livestock to get 
their crops and stuff in and next year they're not going to have the 
ability to pay back because they don't have that herd sow out there 
producing 14 pigs for them. 

Mr. Harkin. How about suppliers, demanding cash? 

Mr. Kohl. Yes. 
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Mr. Harkin. Do vou see much of that? 

Mr. Kohl. What s happening out there right now is the suppliers 
are saying to the farmer, "Do you have credit lined up so you can 
go ahead and work next year?" Well, if you farm 100 acres or 1,000 
acres, I don't care how big a farmer you are, you go into your sup- 
plier and you say to him, Tm going to put out x number of acres of 
corn.** And he says to me, "Would you please give me a letter of 
credit so I can go ahead and see if you're going to be able to pay for 
this product." They're running that scared in our area. 

Mr. Harkin. I met with a farmer who's on the REC board in my 
office a few weeks ago. He said that for 30 years he's been dealing 
with his FS supplier and he wanted 300 gallons of diesel to fill his 
tank and his supplier said, "Well, you've got to pay cash for it." 

He said, "I never paid cash in my life. Pay a little bit now, and 
pay a little bit in the middle and pay a little bit at the end as I use 
it.'^ 

He said, "I don't use that 300 gallons all at once insofar as where 
you gotta pay cash." He said, "Well, I'll go down to the local gas 
station and buy it 10 gallons at a time then." 

Mr. Kohl. He said that right; 10 cents a gallon cheaper, is cor- 
rect, off your supplier and that's a sad thing to say really. 

Mr. Harkin. I just wondered; how about land prices? 

Mr. Kohl. Land prices have tumbled severely in our area. A 
farm in our area that brought $3,700 2 years ago, today you'll be 
lucky if you can get $1,800 to $2,000. 

I would just like to ask a question to everybody — we're all here 
for a reason. I would just like to have a show of hands, and don't 
worry about your neighbor sitting next to you, how many people 
here feel as if they're in the credit crunch? That's what I would 
like to know. 

And the way I feel about it is that we've got to do something. 
And when our lenders come out and say to us, "There's only 10 
percent of you people that's having a problem," when it's more like 
90 percent having the problem and the other 10 percent, thank 
God they're not having the problem 

Mr. Harkin. Excuse me, I want the record to show that probably 
99.9 percent of the hands went up when you asked that question. 

Mr. Kohl. I know everybody's here for a reason, and this lady 
here has something to say, Mr. Harkin, if she can say something. 

Mrs. Opat. Mrs. Delores Opat, and I don't really have anything 
to say, but this man's been telling the truth. I have lived on a farm 
for 49 years. It's bad. 

I have lived on a farm all my life. I've gone through educating 
my children. We have a son who is an attorney. I tell him, "Things 
are really bad out here on the farm." And he says, "How could 
they be? We've gone through all the bad times." 

I tell him, "The last couple of years have been the worst." We 
have gotten down here to where things are bad. 

Mr. Harkin. I tell you I hear that wherever I go in Iowa. And 
there's something going on out there that I haven't seen in my life- 
time. 

Mrs. Opat. I can remember when President Roosevelt got in. My 
dad said, "I think this will be the best thing that ever happened. ' 
So what is it going to take to change things? 
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Mr. Harkin. That's why we're here, to try to listen. 

Mrs. Opat. That's why we're here, and that's why I'm up here, 
too, because I think we need a change. 

I worked hard on the farm all these years. I've done everything 
possible. But I can see our family farm going under. What's wrong? 
What is wrong? 

Mr. Harkin. Well, we'll be discussing it. 

Mrs. Mracek. I want to second the motion. I'll say the same 
thing that she says, "We've been farming 36 years and this has 
been the worst." 

Mr. Harkin. Thirty-six years. 

Mrs. Mracek. And we've always been able to pay the bills. But 
we can't any more. 

Mr. Harkin. Thank you very much for coming. 

I'm going to call on one other witness, and then I'm going to 
open it up to some questions and responses from the audience. So 
the next witness would be Duane Sand, representing the Iowa Nat- 
ural Heritage Foundation. 

Mr. Sand, welcome to the subcommittee. You have a rather long 
statement. In the interest of time, I wonder, could you siunmarize 
for us the basic elements in the statement? 

Mr. Sand. I'd be glad to do that, Mr. Chairman. Approximately 
how much time would you allow me? 

Mr. Harkin. I keep saying 5 minutes, but if you go over it, don't 
worry. 

STATEMENT OF DUANE A. SAND, IOWA NATURAL HERITAGE 

FOUNDATION 

Mr. Sand. I would ask that the statement be included in the 
record in its entirety, please. 

Mr. Harkin. It will be. 

Mr. Sand. Thank you for holding this hearing, Mr. Chairman. 
And thank you Congressman Evans, Congressman Bedell for 
taking the time to be here today. 

As a matter of introduction, the Iowa Natural Heritage Foimda- 
tion has not testified at a meeting like this before. The foundation 
is only 5 years old. It's a nonprofit corporation founded in 1979. 

Mr. Bedell. Many of the farmers would understand that. 

Mr. Sand. Yes. 

Mr. Bedell. Nonprofit. 

Mr. Sand. This was started by intent to be nonprofit. [Applause.] 

The main concerns of the foundation are to increase private 
sector involvement in the conservation of all the natural resources 
in the State of Iowa. 

However, recently the foundation's trustees have become very 
concerned about the farm economy and some of the political conse- 
quences of certain trends that are falling into place for 1985. Be- 
cause of that, we've spent some time researching and getting in- 
volved in the 1985 farm bill considerations. 

Our major interest is that we view the conservation land reserve 
as the missing link in farm policy, that the soil bank and land re- 
serve of the 1950's and early 1960's has been lost somewhere in the 
process and it appears to us, perhaps, to be time to bring that back. 
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The main reason we consider it a link, is that it's time to bring 
the link of urban support, the conservation support from urban 
areas in the country into agriculture. 

We feel this is particularly true primarily because of the effects 
of the Federal deficit upon future Federal spending. 

We know very well that agriculture is dependent upon public 
support, that farmers do not respond to low prices by immediately 
cutting production but instead they work themselves and they 
work the land just hard as possible to try to maintain their family 
farms. 

We do not fault them in any way for this but it's time that the 
Federal Government recognize the abuse that the land t€ikes by 
low prices and the abuse that the farmers take by continued low 
prices. 

The only way that we can overcome this prospect of at least an- 
other decade of overproduction is a major land reserve. However, 
the land reserve programs need to be changed from the annual pro- 
grams we now have. 

Right now the programs we have are counterproductive, and 
they^e very unpopular. Even prior to the PIK Program, the urban 
support for land diversion programs were as over two-thirds of the 
population were opposed. 

They're counterproductive from a standpoint of many of the crop 
land bases have been inflated over time. That as we've had so- 
called 10 percent voluntary participation in order to qualify for 
loans and target prices in the last 3 years, farmers have discovered 
that the easiest way — or the most profitable way to use the farm 
programs is to have a certain percentage of land that is really not 
that profitable. 

To give a couple of examples of this we have economists such as 
John Martin at the Farm Journal magazine who in doing his acre- 
age estimates automatically discounts 10 percent of the land that's 
in the diversion as being land that would not have been farmed or 
cropped if there had been no Federal program. 

So there is a lot of inefficiency built into the annual program. 
The main reason we believe that a conservation land reserve will 
attract a great deal of public support from urban areas is the dis- 
proportionate benefits, conservation benefits, that come from 
taking the greatest problem areas out of production. 

Looking only at total soil erosion from crop land in this country, 
we can take 9 percent of the worst eroding areas in the country 
and reduce total soil movement by 50 percent. That's both sheet 
and wind erosion. 

Looking at ground water depletions in the Western States, re- 
moving one-sixth of the irrigated land would cut total ground 
water depletions by over 50 percent, again. 

Likewise, narrow filter strips on field borders or in critical areas 
of the field can drastically reduce the sediment and chemical 
runoff from crop land and create very important wildlife habitat. 

We believe these are the reasons that the urban public will con- 
tinue to support agriculture in the future, is by building these con- 
servation benefits into the program. 

Specifically, I would say that Congress has made some proposals 
that are coming very close to this idea. Particularly H.R. 3457, co- 
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sponsored by you, Mr. Chairman, is an excellent first step, and the 
changes made this week will have improved it even more. 

I think if we want to get enough acres in here to make a drastic 
difference, we will perhaps have to look at shorter contract periods 
than what the bill calls for, but at least a minimum of 3 years in 
order to have the kind of conservation benefits we need. 

We will also need to make the determination of what land is eli- 
gible for this diversion. To be a technical determination by, per- 
haps, the Soil (Conservation Service rather than continuing to allow 
the— same of the marginal areas that have been put in the crop 
base to be the set aside lands. 

With that I would just simply close for whatever questions you 
may have. 

[The prepared statement of Mr. Sand appears at the conclusion 
of the hearing.] 

Mr. Harkin. Mr. Sand, thank you very much. 

Congressman Bedell. 

Mr. Bedell. I don't have any questions except to thank you for 
your testimony. 

Mr. Harkin. Mr. Evans. 

Mr. Evans of Iowa. Mr. Chairman, I have one. 

Coming back to this business of the incentives involved, I agree 
with you entirely in principle. Would you go about this on a bid 
basis? How would you approach this mechanics. 

You said that perhaps there should be a technical determination 
made as to what land should be eligible. I don't disagree with that. 
But do you then let that eligible land — those owners come in on a 
bid basis and you take some of it. Have you given any thought to 
the mechanics or the incentive side? 

Mr. Sand. There seems to be a lot of support for a bid basis. And 
organizations, also supporting the land reserve, seem to like that 
approach. 

Our only considerations on what the pa3mients should be is, first 
of all, that again SCS or someone has to say that there are consid- 
erable public benefits that will accrue from this particular field 
being taken out of production. 

Once that is done I think it's very important that the rented or 
annual payment to the farmer not exceed current cash rented in 
that area and, perhaps, should be slightly lower. It's very impor- 
tant that this program not run up rental rates in any way, and it 
not compete with other farmers who may want to use that land. 

And I think it's also important that those rental rates be consist- 
ent with what the appropriate land use for the land should be. So 
that if it's steep land that's really only classified as suitable for 
grass or grazing, that the rental rates should be appropriate for 
that land use in that community. 

Mr. Harkin. Thank you, again, venr much for coming. 

The only one that I would flag is the grazing aspect of it. Again, 
when you think about benefits or incentives that might be also an 
incentive in terms of allowing them to do some grazing. 

I know you said in there that we must avoid grazing provisions 
which encourage less production of forage fed livestock. I under- 
stand that. But it's to my way of thinking that there is a market 
for forage fed livestock in this country. We know that. Look at all 
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the meat we import. And perhaps that might be an incentive. I just 
want you to think about it. 

Mr. Sand. Could I clarify our thinking on that, if I may. 

The way it's entered in the paper is to say that, 

Yes, grazing could be an incentive and yes, the land reserve should be an incen- 
tive to take marginal crop land back to, perhaps, a more profitable use, which in 
some cases could be pasture or hay land. 

And that we certainly want to encourage that kind of industry in 
the State. I think that we need to recognize, though, that if we 
expand cattle feeding or grazing in Iowa, that it's going to tend to, 
especially if the Government's subsidizing this operation with land 
payments, will tend to expand the livestock numbers and eventual- 
ly make it unprofitable. And that's unfair to other States. 

If we look at what's happening in erosion on grazed land in 
Western States and in Southern States, the total erosion coming off 
those grazed lands is almost equivalent to the total erosion on the 
crop land in the country. 

I believe there is some merit in sa3dng that if we're converting 
crop land in Iowa to pasture here, that we ought to look about a 
land reserve concept in the West or the South in major grazing 
areas to take an equivalent amount of that land out of production. 

Again, the land that has very high erosion rates — there's over 23 
million acres of grazed land that have erosion rates of over 14 tons 
per acre per year. 

Mr. Harkin. What I'd like to see you do is come up with some 
kind of a formula that would be based obviously on land productivi- 
ty, I suppose, and also on slope and other erodability factors. 

I mean we talked about these things but we don't know how you 
would formalize those in a land reserve payment program. 

Mr. Sand. The revisions I've seen on the House bill that you've 
cosponsored that occurred this week seem to be developing that for- 
mula. I'm not sure who has that responsibility but 

Mr. Harkin. Well, it's just sort of being reviewed around, but if 
you think of some formulas, I'd like to see it. 

Thank you very much. 

Mr. Sand. Thank you for your time. 

Mr. Harkin. I have the following witnesses left: Merlin Plagge, 
representing the Iowa Farm Bureau; Leo Stephas, representing the 
Iowa Pork Producers; Howard Oehlert from Clear Lake; Roger 
Lantzky from New Hampton; and Ing Opheim from Decorah. That 
makes about five more. I'll try to get out of here by 5 o'clock. 

What I'd like to do now is, as I said in the midpoint, to open it 
up and to hear from those of you who are not formal witnesses. 
Any comments you may have, just stand in your place 

Mr. Bedell. Could we stand up for about 10 seconds just so 
people can stretch for a second because we've been here all after- 
noon. 

Mr. Harkin. Berk says we ought to have a seventh inning 
stretch. All right, let's all stretch. 

[Recess taken.] 

Mr. Harkin. I want to go back on the record. 
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I want to submit the testimony of Larry Butzlaff, from Greene, 
lA, a letter that he made available and without objection I'll make 
it a part of the record. 

[The prepared statement of Mr. Butzlaff appears at the conclu- 
sion of the hearing.] 

Mr. Harkin. Next Fd like to call on Merlin Plagge, Sheffield, 
representing the Iowa Farm Bureau Association. Mr. Plagge, wel- 
come to the subcommittee, and please proceed. 

STATEMENT OF MERLIN D. PLAGGE, MEMBER, BOARD OF 
DIRECTORS, IOWA FARM BUREAU FEDERATION 

Mr. Plagge. Thank you. Congressman Harkin. I, too, am glad to 
be here today and appreciate the opportunity that you've given us 
to present our views on some issues that are of importance to all of 
us. 

I am Merlin Plagge. I farm near Sheffield in Cerro Gordo 
County. I am a member of the Iowa Farm Bureau Federation board 
of directors. My discussion today will be basically on the farm pro- 
gram area. 

If there is one thing that we all agree on, I think it's that we 
need more profit in agriculture. Profit pays our bills, provides the 
necessities of life, sends our kids to college, and hopefully provides 
a standard of living comparable to the amount of capital, manage- 
ment, skill, and labor that we are putting into our farming prac- 
tices. 

For the mqst part, profits have not been sufficient to allow us to 
do these things and in many cases, in recent years, there hasn't 
been any profits, only losses. 

Although the right kind of 1985 farm bill could help restore prof- 
itability to agriculture, there is nothing in the 50-year history of 
farm programs that would indicate that farm programs alone can 
do the job. We've had 18 different farm programs and 57 minor 
changes in those 50 years. Some programs have helped, some have 
worked against us, but none have been a total solution to the prob- 
lem. 

Another fact about farm programs that history should have 
taught us is that all commodities and their price support programs 
are interrelated and that changes in one program should be made 
only after careful consideration of the impact on all other commod- 
ities. I think this is one area that we have neglected to see for a 
long time. 

Livestock producers particularly have been frustrated in the past 
by extremes in programs dealing with crops. 

Livestock producers have certainly suffered in recent years when 
unrealistic loan and target prices on crops help stimulate produc- 
tion for a reserve program. The result was the inevitable buildup of 
stock in reserves that required a drastic adjustment in the form of 
PIK. 

Locking grain away from livestock producers and World markets 
proved to be very costly both to farmers and taxpayers. We solve 
nothing in agriculture by producing for an artificial market such 
as was offered by the reserve program. 
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Another thing that we must remember in devising a farm pro- 
gram is that farmers do not operate in a vacuum in an economic 
vacuum. We are part of a world market whether we hke it or not. 
When 1 acre out of every 3 produces for an export market, there is 
no way that agriculture can walk away from a world market. 

Even attempts to adjust production must be made with the world 
situation in mind. Farmers have seen nearly every attempt to cut 
back acreage in this country met with expanded production in 
other parts of the world. Another that we have failed to recognize 
in the past. 

The challenge facing CJongress then is to devise a farm program 
that will be compatible to our market system. It should not dis- 
criminate against the livestock producer, because after all a strong 
livestock industry is one of the answers to making full use of our 
tremendous ability to produce grain. 

It must not put one commodity against the other, because there 
is an interrelationship between commodities that needs to be recog- 
nized. It must be a program that will allow us to compete in the 
world market. 

We have lost some of our export markets over the last several 
years and the 1985 farm bill must address this problem. We need 
to keep loan rates at levels that will allow us to compete in world 
markets. We need to continue the target price concept as a means 
of giving some help to producers in adjusting to a more market ori- 
ented agriculture. 

A farm bill must do all of this and still allow us to make a profit, 
and that's a big job. We must remember that somewhere between 
one-half and two-thirds of all farm production t€ikes place without 
farm programs involved. 

We must learn from these programs that have been the most 
successful such as soybeans and cotton and we must devise a pro- 
gram that is economically sound and politically possible. And I 
guess we'd have to say that that's not an easy job. 

Thank you. 

I'd be happy to take any questions you might have. 

Mr. Harkin. Mr. Plagge, thank you very much. 

Congressman Bedell. 

Mr. Bedell. I don't have any questions but appreciate your being 
here. Merlin. 

Mr. Harkin. I would repeat for the record what you said on page 
2: 

That farm programs should not discriminate against the livestock producer be- 
cause a strong livestock industry is one of the answers to making full use of our 
tremendous ability to produce grain. And it must not put one commodity against 
the other because there's an interrelationship between commodities that need to be 
recognized. 

Right on target; you are right on target. 

Mr. Plagge. The livestock producer has been the least responsi- 
ble for the overproduction. And he's really been discriminated 
against the most in many areas. 

Mr. Harkin. I know and for this subcommittee that I chair, one 
of our jobs is going to be looking at the farm bill as it comes up and 
in trying to get the livestock sector involved in it. Because I think, 
if you'll permit me to say this, I think in the past the livestock 
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sector sort of sat on the sidelines and watched everybody get in the 
pit and start battling out as to what they're going to come out in 
the farm bill. I think it's time for the livestock producers to get 
right down in the pit with them, because they have been drastical- 
ly affected by the programs themselves. 

Thank you very much. 

Tm going to call one other person and then I will put a panel up, 
and then Til call you up on that panel. Td like to call Mr. Leo Ste- 
phas of the Iowa Pork Producers Association. 

Leo, how are you? 

Mr. Stephas. Pretty good. 

Mr. Harkin. Mr. Stephas, we have a copy of your statement. 
Without objection, it will be made a part of the record. And I see 
it's a rather long statement. If you could maybe paraphrase for us, 
I'd sure appreciate it, Leo. 

Mr. Stephas. Well, we'll try. In the last few nights I've been 
tr3dng to work this out to paraphrase it. I was saying to John Greig 
when we first came in. He asked, "How long is it going to take 
you?" And I said, "Well, 15 minutes." And I was trjring to para- 
phrase it but I thought I could read faster. But we'll try to do the 
job as best as we can. 

Mr. Harkin. You just go ahead and see what happens. 

STATEMENT OF E. LEO STEPHAS, MEMBER, LEGISLATIVE 
COMMITTEE, IOWA PORK PRODUCERS ASSOCIATION 

Mr. Stephas. I want to thank you, (Congressman, for inviting us 
here. 

My name is Leo Stephas. I am a pork producer from Ruthven, 
LA. 

My family and I farm 700 acres. We're primarily corn, soybean, 
we have some oats that we have — need the straw that — bedding 
our sows with. I have a farrow to finish operation, and we're pro- 
ducing from 1,500 to 2,000 hogs annually. 

As a member of the Iowa Pork Producers legislative committee, 
I'm here today to represent not only myself but the more than 
32,000 members of the State Pork Producers Association. By the 
way, we're the largest voluntary organization in the State of Iowa, 
if not the Nation. 

On behalf of pork producers across Iowa, we appreciate the invi- 
tation and opportunity to comment on the impact of Government 
policies on our members and hope our comments are useful in for- 
mulating future farm programs specifically the 1985 farm bill. 

I have to say right here, I will try to paraphrase this. And also, 
Mr. Bedell, you stole a part of my thunder with one of your com- 
ments. I'll get to it later on so it's been repeated quite often here. 

But when we do start, we talk about the future farm program we 
feel it's important to talk about the past farm programs and the 
relation to the pork industry and agriculture as a whole. 

Agriculture and the pork industry operate on long-term financial 
decisions. Our capital outlays for building, land, feed, equipment, 
labor are large. We're a capital intensive operations. 

And to try to make our long term decisions that we have to 
make on the short term programs and the policies is inconsistent 
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and it's just a nightmare for us. It's been repeated many times 
here today that we need to get a long-term program. 

Second, the short-term farm programs being announced so late 
in the year causes havoc with our operations. Already in July and 
August we're bu3dng seed corn, we're buying fertilizer, we're 
bu3dng all of our inputs, we're deciding our rotations in the spring 
of the year, part of our rotation for the preceding year is what type 
of herbicide program we're going to have in the fall. These all are 
interrelating. 

But by announcing these programs early with more concern for 
the long-term nature of the business, our programs will become 
more available and, I think, more producers will ultimately become 
more effective in use of them. 

Today the pork producers are faced with several challenging con- 
ditions which, unless corrected, will threaten many of our family 
farms if not the national economy. We've been faced with two criti- 
cal problems, two of the major ones: High interest rates and falling 
land values. 

For the most part, we feel that these can be directly related to 
Government spending, our large Federal deficits, low inflation with 
high interest pa3mients. Farm operations requiring large amounts 
of capital are proving to be devastating to many operations in the 
State. We've witnessed that here today time and time again. 

This can only be corrected through the Government limiting 
spending or increasing taxes or a combination of both. From our 
prospective, we have to put limits on it. 

In regard to past programs, the pork producers have been strong- 
ly in support of the programs in the past. And this is, Mr. Bedell, 
your point. And I can summarize this statement real easily. That 
as grain gets cheaper, farmers look at a cheaper way of market — 
better of marketing they start raising livestock. And the old ex- 
pression, "Cheap grain makes cheap livestock." And I've heard 
that from my granddad, my dad and now I'm teaching that to my 
kids. And the economy's really making it true to them. 

The reaction of the pork producers has been very positive to last 
year's PIK program. It's a putting grain back into profit situation. 
We feel the program is a great l^nefit to the general farm econo- 
my and eventually pork producers. 

But PIK, again, was a short-term solution to the grain reserve. 
And it raises many questions about the future of farm programs. 
Which include which direction will they go and how will it affect 
the livestock industry. 

For these reasons and others the pork producers would like to 
make these following recommendations in three areas: Expanding 
exports, trade restrictions and research. 

Expanding exports, since the embargo the only true signal that 
we've given that the United States is serious about doing export 
business is the $150 million subsidy for Egypt to buy wheat. 

We would urge greater cooperation between the Agriculture and 
State Departments to use food as a foreign policy as — has the appli- 
cation to use as a foreign policy. We do not want to use it as a 
hammer, make that clear, not as a hammer but an incentive in ne- 
gotiations. 
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Greater use of extended credit to these countries. There's many 
countries that would like to buy our goods but can't do it to the 
lack of financing the stuff. We need to look at this area. They're 
buying it somewhere else, because they're getting a better deal 
from someone else. 

Third, funding subsidies for export. I particularly don't like the 
sounds of these things, but I'm a realist and I think pork producers 
across the Nation are realists. It may have to be used. We re forced 
to compete in a false market. This tool is used by so many of our 
allies that we need to send a message to them and tell them that 
we are serious. 

Barter systems. Many countries because of their economic prob- ' 
lems have no money, but they have commodities that we can use 
and we have commodities they can use. As an example, Mexico is 
rich in oil and short on cash. They could use our American technol- 
ogy and our know-how in breeding livestock, our grains, and boy I 
can sure use their oil on my farm. And there isn't a one of us here 
that can't. 

International products exchange if not run by the Government, 
at least should be explored. 

Now I'll move into trade restrictions. 

Before you can have free trade you must have fair trade. Too 
many countries are subsidizing their products. Last week the Gov- 
ernment announced a record deficit for 1 month, record trade defi- 
cit predicting a yearly trade deficit of a record. 

Gentlemen, we are headed in the wrong direction. A healthy 
American agriculture is vital for a strong national economy. 

A couple of areas: 

Japanese quotas. We're really upset with them. They want to 
stabilize their price on the lowest price, the most inefficient Japa- 
nese pork producer. We appreciate the business they are giving us 
but we feel that there's a vast avenue for more trade. 

We're also angered by the European Economic Community which 
has in place trade barriers and additional subsidies to agriculture 
exports to Third World countries to the amount of $6.5 billion in 
1980. 

We're also concerned, and it was mentioned earlier, about the 
vast increase in pork products as you and Mr. Harkin were men- 
tioning. 

Canada's Quebec Province has increased in the recent years the 
amount of hogs it's raising and a major factor behind this produc- 
tion expansion appears to have been Government programs. They 
spent $246 million supporting their pork production since 1975 to 
1982. Again, we believe in free trade but we must have fair trade. 
At the present time 10,000 head of— per month — of hogs are 
coming into Iowa and slaughtered here in Iowa. 

I digress one moment from my context. I use as a guide every 
morning I listen to the market predictions for the number of live- 
stock at the various markets. A general guide for me is Sioux City. 
If they have — at this present time they will vary from season to 
season but at this present time* if they have 5,500 head in at Sioux 
City, it amounts to about a steady to maybe a bearish market. 

If they have 5,000 head, I can expect that market is going to in- 
crease that day. It's a difference of 500 head and the market will 
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increase maybe 50 cents to a dollar. If they have 6,000 head, an- 
other—just a 500 head increase it is going to react the other way 
that the market will drop 50 cents to a dollar. And any more it is 
getting to be $2 a day. They aren't satisfied with the 50 but that's 
the way it works. But that 500 head that the Canadians are send- 
ing in here will show the impact of what it can do to us on the 
market. 

These trade dollars will have to be balanced or we are going to 
lose our current positive agriculture trade balance of $16.4 billion. 

Another area, the third area I want to talk on is research. 

We have the capabilities in this Nation to solve our problems but 
we need to unleash this. More dollars are needed for product devel- 
opment, byproduct usage, development of value added products and 
production-disease research. We need to reduce our costs as opera- 
tors. 

We also urge the Agriculture Department to change past policies 
of limiting competitive research grants to plant species and require 
similar funds to be made available for mainstream livestock pro- 
duction. I understand that has increased some but we need more. 
We need to catch up. 

While these approaches are being initiated we realize limitations 
in grain production may have to be presented in order to keep from 
sliding back into the oversupply situation. Use of cash incentive 
pa3mients with set-aside acreage and soil banks. We would also like 
to see a firm contract and programs which contain much more risk 
for producers who do not participate, particularly in the following 
years programs. 

We hope the Congress will evaluate the current U.S. stance in 
opening up world markets, vitally needed, and the current cost of 
Payment-in-Kind Program. 

Again, I am going to digress just one point. I think that the press 
never asked the question, "What if we didn't have it this past 
year?" We have a large number of farms going under now, what 
would it have been if we hadn't of had it. Tlmt needs to be ad- 
dressed to the general public. 

U.S. Agriculture through extending credit and funding subsidies 
and barter and foreign aid and our association believes it is possi- 
ble to increase the U.S. posture in world affairs, balance the trade 
deficit and improve the economy at home. It will allow U.S. agri- 
culture to do what it does best — produce food, jobs and a strong na- 
tional economy. 

On behalf of the Iowa Pork Producers Association, I appreciate 
this opportunity to comment on the future of the farm programs 
and we pledge to be in contact with you and other Members of Con- 
gress on our concerns in agriculture. 

Thank you, if you have any questions. 

[The prepared statement of Mr. Stephas appears at the conclu- 
sion of the hearing.] 

Mr. Harkin. Thank you, Mr. Stephas. 

Congressman Bedell. 

Mr. Bedell. I don't have any questions. We thank you for being 
here, Leo, and particularly in view of the detail in which you have 
presented some of your proposals many of which, I think, make a 
great deal of sense. 
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Mr. Stephas. Could I as a private person make one response. You 
were asking questions about mandisitory on farmers. I think we 
have to get a definition of who is a farmer. Does a man with a half 
acre, working in town, is he classified as a farmer? 

TTie description of a farmer is really poor right now. And don't 
ask me to answer for you but maybe commercial farmers and again 
that question, who is a commercial farmer? I feel that I'm a com- 
mercial farmer. And also when you talk about it there is a differ- 
ence between grain and livestock farmers. 

I thank you. 

Mr. Harkin. I thank you again, Mr. Stephas. I can't help but 
take a shot at a question. What if we had not had a PIK program? 

You mind if I take a shot at that? 

Mr. Stephas. Go ahead, please. 

Mr. Harkin. I guess the cost of the PIK program is finally going 
to wash out somewhere between $10 and $15 billion. We don't 
know but somewhere in that range. Had we not had a PIK Pro- 
gram what would have happened and what else could we have 
done? Well, perhaps t£iken that amount of money and done a 
couple, three things with it. 

One, as everybody has talked about, subsidizing in some way or 
another sales abroad. 

Two, using some of that money to stimulate more alcohol produc- 
tion in this country to utilize the grain to make alcohol. 

And the third thing we could have done is, perhaps, use some of 
that money to offer farmers, certain farmers those that have in- 
comes below a certain level or those that have cash sales below a 
certain a level, low interest rate loans, very low to get them 
through these periods of time. 

Because a lot of this PIK money, as you know and as I know, 
went to some very big farmers without any kind of pajnnent limita- 
tions. And I would have much rather taken, perhaps, that $10 to 
$15 billion and put into some other areas rather than the way it 
was put out and it would have lasted. [Applause.] 

Just one man's opinion. 

Mr. Stephas. Just one man. You are one of the few that I've 
heard have any comments. Again, back to the part, you know, 
these weren't brought in earlier, this gets back to our basic con- 
text — we need to develop long-range programs and develop them 
early so that we can solve these problems, and not have a shotgun 
approach. 

Thank you. 

Mr. Harkin. Thank you very much, Mr. Stephas. 

I'm going to have another letter for the record from Mr. Charles 
Pyatt of Greene, LA. Without objection it will be made a part of the 
record. 

[The letter appears at the conclusion of the hearing.] 

Mr. Harkin. I'd like to call as a panel our last witnesses; Mr. 
and Mrs. Darrel Schimmels, Raymond and Arlene Nystel, Roger 
Lantzky, Ing Opheim and Glen Alden. 

Mrs. Nystel, please proceed. 
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STATEMENT OF ARLENE M. NYSTEL, FARMER, NEW HAMPTON, lA 

Mrs. Nystel. In July 1971 we were hit by the tornado and we 
were referred to FmHA for the disaster loan. We could have used 
the low interest loan, but they turned us down because our credit 
was too good. 

In 1980 we applied for an EE loan and were accepted. In 1981 we 
were called in for our analysis and we were told we were doing real 
good. We didn't ask for an operating loan; we did it on our own. 

In 1982 we went in and that's the first time we ever had to deal 
with the main supervisor. Before we had always dealt with Sue 
Benny, but she was gone and we dealt with a guy from Independ- 
ence and never had a bit of problem. In 1982 we went in and it was 
altogether a different story and we have had trouble ever since. We 
were to see him this morning. 

Mr. Harkin. How long have you been farming? 

Mrs. Nystel. My husband has been farming since he was 15 
years old. He was bom in the house we live in and it is dam hard 
to give it up because one guy says that's it. 

In 1982 we applied for a loan. We asked if we could and he just 
picked up our farm and home plan and give it a toss. Told us he 
wasn't embarrassing his committee and called me a name, and he 
told us to have a sale and rent our land to a certain farmer that 
was mentioned here today, to a Plagge and Kohl. 

And that's the way it went for 2 years and today we went back 
in. On February 22 our loan was turned down. 

Mr. Harkin. On operating loss? 

Mrs. Nystel. Yes, we have been all over and they sent us back to 
FmHA, said there's no way that they could turn us down. We have 
a good net worth and a cash fiow if we can get some sows on the 
place again. Right now we're very low on sows. 

Mr. Harkin. So you've farmed in the 1960's and in the 1970's? 

Mrs. Nystel. We ve seen it all. Ra3rmond's been through the de- 
pression, I'm not that old. I feel like it but I ain't. 

Mr. Harkin. I knew that, you didn't have to tell me that. 
[Laughter.] 

Mrs. Nystel. But Mike Wertz main complaint in 1982 and 1983 
and again today, and our lawyer went with us today, is because we 
haven't had such a fancy house. 

Our house went through the tornado and it used to be a hotel, 
it's time to put some money into it. After the tornado — and we still 
didn't fix it until 1981— we had to have a place for our kids to 
sleep. 

Mr. Harkin. When was the tornado? 

Mrs. Nystel. In 1971, but we fixed a little at a time. And we 
didn't ask for any money from FmHA or receive any money, and 
today he said we used our cash flow to fix our house. I took it out 
of my cost of living. And he says, "Oh, since when did you get a job 
off the farm." I said, "You mean I'm not even supposed to be al- 
lowed a cost of living?" He said, "Well you could live cheaper than 
that." 

Well, our lawyer asked him if he had been in our house. He 
asked him what he wanted these people to live in. It cost us $2,100 
and it took me 2 years to pay it. I didn't pay cash. You know. 
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$2,100 when you're talking this much money isn't going to make a 
lot of difference. 

Mr. Harkin. No; let me back up. 

Do you have an operating loan now? 

Mr. Nystel. No. 

Mrs. Nystel. No; we've never been allowed one. 

Mr. Harkin. You've never gotten anything through them? 

Mrs. Nystel. No; we got our EE loan in 1980. 

Mr. Harkin. EE loan, OK. 

Mrs. Nystel. And the first time we asked for an operating loan 
he turned us down. He said that farm has never made money. And 
yet I brought a letter from Mike Wertz that shows we reduc^ our 
bills in 1 year's time 10 percent. 

Mr. Harkin. Last year? 

Mrs. Nystel. Yes, I've got a letter dated August 16, 1983, that Til 
submit when I turn this over. And today he said the committee has 
a word — his excuse to us — we've had our loan application in since 
last December. 

We've been working with CJooper Evans on it, and we couldn't 
get a committee meeting. We went to a committee meeting Febru- 
ary 17, because he didn't have three committee members. And he 
had to have three on the committee before we could meet. 

But when we met February 17, there was only two members 
present. Today when our lawyer cornered him on that he asked 
who the committee members were, and he told them and gave 
them their addresses. And he asked for their phone numbers and 
he just about came across the desk. 

"You can't talk to those people without me," he said, "they work 
as a committee. Maybe one said yes and the other said no so you've 
got to talk to them in here when I'm present." And our lawyer 
asked what do you mean I can't talk to them personally on the 
Nystels' behalf? 

Then he accused us and all the other couples and Cooper Evans 
all of attacking — he said, "You're all attacking FmHA," and he ac- 
cused us four different times of attacking him. Our lawyer said, 
"Don't you think we — the Nystels should have a lawyer here?" 
And he said, "Yes, they definitely have the right." He would zigzag 
the whole time, and I've got it all written down but nobody's got 
the time or the patience to listen. 

Mr. Harkin. How long has he been the county supervisor? 

Mr. Nystel. Since 1978. 

Mrs. Nystel. No, he's been a county supervisor for 9V2 years for 
FmHA, but he's been in New Hampton since 1978. 

Mr. Harkin. Thank you very much, Mr. and Mrs. Nystel. Thank 
you for coming. 

I'd like to now recognize Darrel and Nancy Schimmels. 

STATEMENT OF NANCY SCHIMMELS, FARMER, LIME SPRINGS, lA 

Mrs. Schimmels. First of all, we moved here December 14. About 
December 19, about 4 p.m., my husband receives a telephone call 
from this Mike Wertz in New Hampton. He literally chews my hus- 
band out that we moved without asking him for his permission. 
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And then he tells my husband for us to be in his office on Wednes- 
day the 21st. Bring with you your 1982 and your 1983 record books. 

There again, we got chewed out. Our records showed up 2 weeks 
later after our move, which we moved on December 14, 1983, and 
on Wednesday the 21st, those records are sitting right in front of 
him. 

He then tells us that we're going to be on the DHIA records. I 
said, "Mike we don't have DHIA records." He said as long as you 
were with me you will have dairy herd improvement records. 

He says that if I accept your move, which I may not accept your 
move. He says, "I would like to pass off part of the loan to some- 
body else." Well then I said, "How much?'^ He said, "I don't know." 

Fine. So we go to a bank and try to get a loan. The banker says, 
"No, for three reasons. You go back to FmHA, you're current on 
your loan. First of all," he says, "you ask permission from the Wa- 
verly office when you came up to this area. Mike does not have au- 
thority to tell you if you can move or not." 

He says, "Then there would have to be a split security if they 
gave us the loan for the operating." And if we had to pay both 
FmHA off and pay a payment to the bank, there would be split se- 
curity so they didn't want to touch it. They said they can't even 
work with Mike. 

Then at 4 o'clock when we finally got out of that office it was too 
late to see Mike, we were supposed to see him that day. We met 
with his assistant on the following Wednesday in Cresco, and he 
said that everything on that cash flow looks OK, nothing seemed 
unreasonable to him. He also stated that it should be acceptable 
and he didn't know what Mike's beef was about. 

He says, "You're current," and we had permission to move. And 
he says if there was a misunderstanding, it wasn't anything that 
couldn't be worked out. 

Then on the 21st of January, I got a registered letter and three 
other first-class letters all stating for us to be in his office on Janu- 
ary 30. 

Well then due to a snowstorm, we couldn't get down there and 
he couldn't get to his office, he calls me on the 6th or 7th of Febru- 
ary wanting us to be in his office at 3:30. I said, "We can't be 
there." "Well why not?" I said, "My husband is on his way back to 
Cedar Falls." He said, "Well, get a hold of him and tell him to get 
back here and be here by 3:30. I said, "I can't. Darrel is not near a 
phone." He said, "There's nothing more important than this meet- 
ing." I said, "Mike, there is if it called getting hay or grain for 
your cattle." And he just laughed. 

Well, then we had another meeting with him and we tried to get 
a hold of him, and I couldn't get a hold of him. The officer in Wa- 
verly told me two dates that we could see him. He said that he was 
free on the 10th of February or he was free on the 15th. When I 
called Mike to try to get another meeting set up with him, he 
laughed and he said "I have meetings those days. I can't set a 
meeting with you. I'll have to do it some other time." 

Finally, on the 21st of February, I had a phone call from an ex- 
landlord — he was supposed to be our landlord but then he got fore- 
closed. Well, he wanted his money at 5 p.m. I said, "You can't get 
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that money because we've turned it in on our cash flow and Mike 
set up a meeting with us. 

So I call Mike right away at 8 o'clock in the morning. Mike said, 
"Well, ni call Dennis—''^ 

Mr. Harkin. Excuse me, excuse me. Can I interrupt you a 
second. Do you have this all written out? 

Mrs. ScHiMMELS. Yeah, but Tm just hitting the highlights. 
[Laughter.] 

Mr. Harkin. That's what I was going to ask you to do. [Laugh- 
ter.] 

Mr. ScHiMMELS. What it all boils down to is that we moved from 
Blackhawk County to Howard County on the 14th of December. We 
let the Waverly office know 2 weeks in advance that we were going 
to move. They said, "OK." They closed our books out. We moved up 
here. They said, "We'll send the paperwork to New Hampton, ff 
you have time the week after you get up there, go to New Hamp- 
ton and take care of the paperwork. ' OK. 

Then this guy calls us 2 days after we are there. He chews me 
out because I wasn't doing this and that. 

Mr. Harkin. OK. Can you bring me up-to-date? 

Mr. SCHIMMELS. OK. 

To date he has not approved our move. He just sent us the 
papers to take out a loan which he won't — if he doesn't approve the 
move, we just as well throw the papers out the window because he 
won't accept our loan. 

So I'm sitting on a farm that's been foreclosed on, the original 
owners took it back. They won't give me the lease until I can get 
an answer yes or no either way. I'm current on my payments so 
there I sit. Here it is time to put a crop in, no money, and I don't 
even know if I have a farm. 

Mr. Harkin. Wait a minute. What county did you move from? 

Mr. ScHiMMELS. Blackhawk County. 

Mr. Harkin. And you had your loan there. What did you have? 

Operating loan, right? 

Mr. ScHiMMELS. Operating loan. 

Mr. Harkin. From what? Last year, 2 years ago? 

Mr. ScHiMMELS. Well they've got my machinery and my livestock. 
That's the way you run a farm. 

Mr. Harkin. Yes; I understand. 

Mr. ScHiMMELS. Personal operating loans. But everything is cur- 
rent. 

Mrs. ScHiMMELS. And we had come down there from Cedar Falls. 
We came from an 800 lb. milk production every other day to an 
almost 1,600. And he looked at me and laughed and said, Honey, 
you should be tripled." 

Mr. ScHiMMELS. They are getting $2,000 a month off of me out of 
30 cows, and I'm living off of $300. Right now he won't give us anv 
money to do anything with. And he says, "How can you do it?" rU 
tell you how we do it, we're living on food stamps. It's a terrible 
thing to say when you're farming. 

Mr. Harkin. Well let me just say that I'm glad to find that pro- 
ducers are getting something back, anyway. 

Mr. ScHiMMELS. It's a hard way to do it. 

Mr. Harkin. I know it, I know it. 
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Mrs. ScHiMMELS. He asks me, "How can you live off of that?*' 
And then he also asks Barrel, "Can you go out and work." He says, 
"What about your wife, do you have a certificate to go get a job?" 
And I said, "Yes, I have one. I can be an aide, I can be a ward 
clerk, I can be anything you want." 

Mr. ScHiMMELS. He told me, he said, "Fm not going to approve 
this move. The best thing you can do is sell out." 

Mrs. ScHiMMELS. That's what he tells us all. 

Mr. Harkin. I don't understand why anybody has to approve a 
move. That's what I don't understand 

Unidentified Speaker. They've got to go from one office to his 
office. So, therefore, he's got to approve their coming in before they 
can get any money. 

Mr. Harkin. But that all should be done between the supervi- 
sors. 

Unidentified Speaker. There ain't no common sense. They go by 
the book. 

Mrs. ScHiMMELS. They don't Jiave one. 

Mr. ScHiMMELS. There's people sitting out there that are eligible 
for disaster loans and Mike won't give it to them. 

Mr. Harkin. All right. 

Mrs. ScHiMMELS. There's one thing I do want to add, then I'm 
done. 

Mr. Harkin. All right. 

Mrs. ScHiMMELS. At least four things that we know of from the 
time we first stepped in that house on the 14th, this guy has been 
apparently leaking information out because I confronted three of 
the guys at our committee meeting. One says, "No, I haven't." One 
says, "Yes, I have but no figures." And the third one almost saw 
the floor because he said, "I've never heard of this particular guy." 

Mr. ScHiMMELS. When you go to a meeting and the only people 
who know it are you and the supervisors in two counties, go have 
this meeting and leave the office at 9 o'clock, walk in your own 
door, and your landlord calls you and asks you how did your meet- 
ing go. Where is the information coming from? 

Mrs. ScHiMMELS. And its been this way ever since the 14th. And 
he says, "According to my Mike Wertz you're going to be sold out. I 
said, "That's funny" I said, "I've never heard of that one yet." 

Mr. ScHiMMELS. We've not even talked to the guy yet and we're 
in debt. 

[The prepared statement of Mrs. Schimmels appears at the con- 
clusion of the hearing.] 

Mr. Harkin. Thank you. 

I'm going to move on to Mr. Lantzky. 

STATEMENT OF ROGER A. LANTZKY, AGRICULTURE 
BUSINESSMAN, NEW HAMPTON, lA 

Mr. Lantzky. I feel because I have applied or went in to see 
about loans— but this is all past history. I don't think we can 
change anything, we have to look to the future. And there's one 
way to solve this and that is to get rid of some of this debt that this 
farmer has. 
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We can't really talk about the debt in just the farmers hands, we 
are talking about consumer problems. Because every time you get 
more debt on farms, that increases what — if we're going to deal 
with the Grovernment as our sole market, withdraw our price sup- 
port and everything, well then, weVe gc <o raise the price. But 
that doesn't necessarily give us more profit. 

So what we've got in a sense is, we ve got all of our assets locked 
up in a debt on capital. 

Mr. Harkin. That's right. 

Mr. Lantzky. And we don't have any cash flowing even to like 
labor to buy our products. Or, in another sense, we all talk about 
export markets. Well how can we export $3 corn — and I'm looking 
at Mr. Cooper Evans here about exporting corn to Africa, and I 
don't know, for sure, what country he went to but I don't think 
they're too rich. And how are we going to export $3 grain to coun- 
tries that can't afford it unless we improve our production. 

Everyone says the American farmer is the most productive in 
the world. Well we probably are or were but we're trying to tell 
ourselves this too. We may be the most productive but our price 
isn't in line with the world price. 

So to do this maybe on your farm program go with an individual 
case and — somebody mentioned over here that they bought land 
too high priced, $4 corn isn't going to help. In the business I'm in, 
realistic market's not going to help me either after PIK. I ran into 
some trouble with PIK. I was trying to make a market for com, the 
only thing is I didn't plan on paying $3.50 for corn. 

Mr. Harkin. Well you are a farmer? 

Mr. Lantzky. Well, I'm a businessman. I'm in the hog farming 
business. But I don't care to be called a farmer, I'd just as soon be 
called a businessman. 

Mr. Harkin. But you raise hogs. 

Mr. Lantzky. Yes, but I don't care to be called a farmer. I'm 
proud to be a farmer but I don't think we can look at it as farming 
anymore, it's a business. 

In order to get this back, how many years have we had Grovern- 
ment programs? Back since the 1950's? Or even farther back since 
Truman-Roosevelt? 

Unidentified SPEAKER.The 1930's. 

Mr. Lantzky. OK. 

You read back, the farmers were in trouble because they weren't 
getting enough. We had overproduction. Now we've got a problem 
where we've got overproduction yet we can't get rid of the stuff, 
we've got to give it away. When we start giving things away that 
causes a lack of, what shall we say, wanting to do anything if we 
can get something for nothing. And this comes back to where they 
were the most productive in the world. 

Mr. Harkin. So what do you think we ought to do in the farm 
belt? 

Mr. Lantzky. Let's take this in individual cases. If a guy's got 
too much debt, forgive his debt and start charging either a straight 
gross income tax or a straight gross sales tax, and get rid of all the 
other taxes. 

Mr. Harkin. You mean forgive his debt to the Government? 

Mr. Lantzky. No. 
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Mr. Harkin. Take each individual case and we get into a family 
farm size. 

Mr. Lantzky. Yes. 

Mr. Harkin. And it doesn't make any difference if a farm size is 
a small farmers against the big farmer, and the big farmer that 
doesn't make any difference. This is a free country. If a guy wants 
to farm 5,000 acres, he wants to farm 10, who cares. 

Mr. Lantzky. But in a same sense, if he's in a financial bind and 
this is forgiven, let's just pay the lender off. Give him his money 
and he can do what he wants to do. And this in a sense will bring 
the interest rates down. 

Mr. Harkin. Do you know what the total debt in agriculture was 
last year, Mr. Lantzky? 

Mr. Lantzky. You're getting me wrong. I don't want the Govern- 
ment to take this over. The individual that is farming the land will 
pay for it in time, but he won't be paying other taxes. 

And this will not only work in the farm program but will work 
in anybody's program. Because we're not only talking about the 
farm in trouble, I think I wrote Cooper a letter about RATH. It 
would be another instance, a guy could do that. RATH would be 
out of debt and then it would charge a sales tax and not charge 
any income tax. 

Mr. Harkin. OK. 

STATEMENT OF ING OPHEIM, FARMER, DECORAH, lA 

Mr. Opheim. Congressman Harkin, Mr. Bedell, and Mr. Evans, 
I'm very glad to be here today. 

I used to be a school secretary and I farmed all my life. I've been 
experienced in dealing with the public for years. I'm 63, and I'm 
concerned with agriculture too. 

I would like to present at this time copies of the farm program 
that I presented to Gary Hart, for the President of the United 
States. I would like to read it to you at this time. 

I hereby apply for the position as your future Secretary of Agriculture and 
present this program. 

Let Almighty God control all our crops with the weather and laws of biology in 
place of Ronald Reagan and John Block. For the farmer, 100 percent of parity 
prices— the prices must attract youths and the Vietnam vets to agriculture. For the 
consumer, to assure all of America a continuous supply of food. The immediate 
withholding of more milk cows and heifers, laying hens and other reproductive 
stock. 

Immediately, reinstate the grain embargo and establish a feed-grain reserve of all 
grains on the farms of America. There will be no idle land, but more milk, beef, 
lamb, and wool will require more hay, land, and pasture. The controls of agriculture 
will be placed from the farm to the table. 

To supervise that this is being done— require all processors of our Nation be 
under contract to the NFO, and they will be paid a fee of 1 percent for services 
rendered. 

This program may be operational in less than 5 minutes. 

With the farmer having just a pair of bare human hands, this will require both 
manpower and material for agriculture in place of nuclear arms and the atom 
bomb. The new wealth that this will bring into our economy will overflow our 
budget. Fund the battle of our Viet Nam vets with Agent Orange. Fund more soil 
conservation — it will feed the unaborted, it will call the unemployed back to work. 
This is under our basic freedom of want. For all America to count and continue to 
count on the American farmer, that our daily bread will be there, may I be your 
Secretary. 
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[The attachment is held in the committee files.] 

Mr. Harkin. All right. 

Thank you very much, Ing, for a new— a different outlook on 
things. 

Mr. Opheim. I also have something else here for Ronald Reagan 
to tell Block. I have a 2-ounce of castor oil here, one for John Block 
and one for Ronald Reagan. 

We have supply and demand— now, we've got supplv and 
demand but we also have nutrition — I don't understand all this, 
but it's biologv. If you're going to increase the sales of any meat, 
and they're all alike, the first thing you do is give the farmer a 
price then you increase the beef. That means these people have a 
price invested in this livestock. 

They increase the number of livestock, they increase the number 
killed. You increase the amount of meat to be killed for the meat- 
cutter. This goes in their mouths. It's already manned. It changes 
energy into nutrition. What we can't use — that form of feed will 
grow bacteria. 

Beef imports would not be coming in. They would have to go out. 
Now there has to be something done because these people here are 
fighters and — and we want them to withhold. 

Mr. Harkin. Thank you very much. 

We are past the hour; do we have an3rmore statements? 

Thank you all very much for attending this hearing and giving 
us the benefit and your insight. Thanks for your statement. Do you 
have anything else to add, Mr. Lantzky? Mr. Nystel, thank you 
very much. Mr. Opheim, thank you. 

Mrs. ScHiMMELS. I have one question. 

Mr. Harkin. Yes. 

Mrs. ScHiMMELS. I wish that there could be a law that if a person 
moves on as we have, and you're there March 1, that you have the 
right to stay even though the original owner decided they would 
like to sell it. 

Right now we don't know if we're going to get it or if we're going 
to have to move. And I think there should be a law that states no 
matter what, you're there. 

Mr. Harkin. Thank you very much. 

This concludes the first day of 2 days of hearings. I might just 
add in closing that, I'm sure I speak for my colleagues, that we ap- 
preciate your coming today. 

I know that to some of you this may seem like a process that 
doesn't give you immediate satisfaction. That perhaps we're sitting 
here listening to the same things that I know you've all talked to 
your friends and neighbors about over the last weeks and months. 

But this is a necessary process because we are here to listen and 
learn. We're here to get all the different facets from you the people 
of Iowa as to what the problems are and how they affect you per- 
sonally. 

I know that each of us has picked up different things today that 
we had not been aware of before, I can say for myself. But this 
process is necessary if we're really going to develop legislation for 
the future. 

There is an old saying that if you are up to your ump-de-ump in 
alligators it's kind of hard to remember who forgot got to drain the 
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swamp. That is kind of what farmers face, themselves, right now. 
They are sorta up to their eyeballs in alligators, and perhaps we're 
talking about draining the swamp and doing something else. 

There are immediate problems that need to be met. We are all 
tr3dng to do what we can to shape up Farmers Home, to try to get 
them to do their utmost, but sometimes we are as frustrated as I 
know you are. 

But through this democratic process — letting each one of you in 
whatever way you can let us know, I believe we can develop a 
better farm bill next year. I know its a lengthy process, but its a 
process that I believe in a democratic society we must go through if 
we are really going to have representative government. 

I know you are frustrated. I know we are frustrated, too. I wish 
one of us could have the power to snap our fingers to take care of 
these problems. We don't. We have to work within a system that 
demands that we work in our own way with other members of the 
Agriculture Committee and with 435 other Members of Congress 
and 100 Members of the Senate. 

But with your insights, and with what you have been able to give 
to us today and future hearings we will have, I hope we can devel- 
op a farm bill next year. That looking ahead we can prevent these 
kind of things from happening again. That's my utmost desire; to 
try to develop a system of agriculture to make sure we don't have 
to go through this process every year. 

So again on my behalf and I'm sure on behalf of Cooper Evans 
and Berkley Bedell we want to thank you for coming. 

The Subcommittee on Livestock, Dairy, and Poultry will stand 
adjourned until 9:30 tomorrow morning when we will meet at the 
Indian Hills Community College in Ottumwa, lA. 

Thank you very much. 

[Thereupon, the subcommittee was adjourned at 5:25 p.m., until 
9:30 a.m.. Mar. 10, 1984.] 

[Material submitted for inclusion in the record follows:] 
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Brief History of Paul and Ann Pines with KmHA 

We got our first loan with ymUA in 1973. V/e had no problems until 
1978 when we met Mike Wertz. We got off to a bad start because 
of an arguement with one of the office girls about timeliness. 
Mike chewed around about arguing with the office help and if we had 
a problem we were to chew him, not the office help. He said we had 
not set the world on fire with our records and that we looked like 
bad managers. This was a statement made without knowledpie of a com- • 
plete crop failure in 1974. We also had had a lot of calf losses 
and were beginning to turn things around. Mike had different ways of 
doing things which took some time for us to adjust to. 

Then they shuffled counties and we were put back with our old super- 
visor, Lanny Wilkening. Things went smoothly until the fall of 1979 
when we were looking at the farm we presently own today. 

Our application was approved 12-18-79. We received no formal permis*;-: 
sion to move until the middle of February, 1980. Our lease was up 
March 1 • 

We took possesion of our farm March 1, 1980, Within one week v/e 
found seventeen dead calves in a ravine in the river pasture. Within 
three weeks of that we started losing calves. Cows showed evidence 
of being sick and not making good use of feed. My neighbor stopped 
by one day and said to vaccinate for IBR — it's in the area. So 
We checked with the vet and began to vaccinate. The cows showed 
no improvement so we blood tested some cows. Our suspicions were 
confirmed. IBR/BVD positive. There is no quick treatment for IBR/ 
BVD, The main objective is to keep the critically ill animal alive 
by IV 's and antibiotics,. 

According to our running record, we notified PmKA of the disease 
on 4-29-80. 

As we went into the 1980 crop season we decided not to plow up 20 
acres of temporary pasture as we had planned previously. We fig- 
ured that would put us down to 160 acres. That fall we appealled 
to put the temporary pasture into the crop rotation for ASCS acres 
and found out there was only 150 acres in plow then, even after we 
added fourteen out of twenty acres of temporary pasture. That meant 
we could get a total of 144 acres tillable, which is 34 acres short 
of what we were told was tillable when we bought the farm. 

Because of the lack of crop ground and the disease our cash flow 
was short $16,000, on the income side at the end of 1980, 

If the county supervisor would have been doing his job, he would have 
known there was not 180 tillable acres here, especially since the for- 
mer owners were also PmHA borrowers. 
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1981 

Mike Wertz told us the only thing he could do to help us balance 
our cash flow for 1981 was loan us S35|900. That was to be used 
to finance back debt, buy some replacement cows, and pay some oper- 
ating expense. The cash flow would balance, that is, under normal 
crop conditions and if the cows would start to come up on milk 
production. 

The cows did NOT make as good of progress as we thought they should, 
especially since we were dumping extra feed to them trying to pull 
production out of them. Extra feed that did not pay off. 

Part of our crop received hail damage — we just broke even on the 
crop part. Needless to say, we could not make our paymentp.at the 
end of the year. 

We had done everything possible management wise to make things work. 
Since the beginning of the year we planned very carefully under the 
scrutiny of area extension economist, Phil Hufferd, and the extension 
man from Butler county. Dale Thoreson, They rendered good advice, 
and under most circumstances I took it. 

All shortage on the income side for 1981 was caused by circumstances 
beyond our control — hail, disease, and lack of tillable ground. 

Mike Wertz was not sympathetic by any means. All he could think of 
was liquidation. We were trying to think of ways to survive. At 
this point the question comes: Did PmHA do the things tney should "have 
done or should they have moved in on the situation in a more timely 
manner to avoid some of the accrued interest? 

1982 

H'mHA finally reamortized on 12-7-81 and put a mortgage on our land 
2-16-81 to pick up back debt and keen things going. Phil Hufferd 
helped us with our cash flov/, and played a big nart in our decision 
to give 1982 a try. We also had to borrow $15,689 for operating. 
By now the payment was out of sight and there was no allowance at 
all for anything to go wrong. That was the year of the wet spring 
with late planting, with the wet fall. Corn and bean yields left 
allot to be desired. The corn came out of the field very wet, 
doubling our LP gas expense. 

The cows did fairly good starting about the middle of the year. 
We were well satisfied with the increase in milk production consi- 
dering what they had been thru. 

Because of the 81-82 farm program we were able to get some money to 
pay FmHA but still had a deliquenoy at the end of the year and had 
not made the progress we would have liked to. PmllA continued to warn 
us we would have to liquidate if we could not get our financial pro- 
blem turned around. 
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1983 

Through condol iiatlon and renchCilulin/^, of our locins nt the limited 
resource rate of interst, once ogain with the heln of Phil Hufferd, 
we projected a positive casn flow for 1903. However , timing was 
poor on FmHA*s part once again. MiVe wns increasingly difficult 
to convince that we were determined to make a success of this op- 
eration. Because of the poor timing, interest had accrued on our notes 
before consolidation was completed, and the end of the year payment 
turned out to bigger thr>n was originally projected. 

Again, the cash flow did not allow for any disaster. We also went in 
the PIK program 50%. The remaining acres of corn went thru severe 
heat stress and drought and cut our yield in half. We had forward 
contracted corn for S2.50 per bushel. It would have been a good 
move, but the drought had driven the price up to over $3.00, We 
forward contracted, by the way, at the advice of experts. In the 
fall W3 decided not to deliver all the corn because we thought it 
would be best to keep back some corn for feed rather than buy it back. 

This left us with a deliquency of around :59,000 at the end of 1983. 

We feel if FmHA would have been rer?mortized in December of 1980 for 
what we were short (the land contract payment) things would be a 
lot better financially than wh-^t they are. 

And, let's not forget what effect the lack of tillable ground every 
year has on a cash flow. We have been forced to start a lawsuit 
agninst the former owners of the farm, and the realtor to recover 
some of the damages incurred by misrepresentation on their part, 

1984 

Because of the current farm crisis, wherein farmers are experiencing 
shrinkinir; equity because of f Jelling land and dairy prices, including 
cows our financial picture is getting worse all the time. 



(Attachment follows:) 
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CHANGE FARM AND HOME PL/iU AFTER WB GO IN FOR ANALYSIS 

WASTED TIME WAITING IN OFFICE 

WASTED TIME WAITING FOR LOANS TO BE APPROVED, CAUSING LOSS OF EARLY 
DICOUNT AND HAVING TO T/KE LEFTOVER SEED 

NOT INFORMED OF FMHA OPTIONS 

SUPERVISOR DOES NOT RETURN PHONE CALIiS 

SUPERVISOR NOT AVAILABLE WHEN NEEDED 

DOES NOT GIVE CONCRETE ANSWERS TO QUESTIONS 

ENCOURAGES LIQUIDATION 

UNFAIR FAMILY LIVING ALLOWANCE 

ENCOURAGEMENT OF OFF FARM EMPLOYMENT WHICH MAY HAVE A KEG/TIVE AFFECT 
ON OVERALL MANAGEMENT OF FARM OPERATION 

MONEY PROMISED— NOT RECEIVED 

DELIBERATE ATTEMPTS BY COUNTY SUPERVISOR TO MAKE BORROWER LOOK BAD 
TO SALESMEN, LANDLORDS, CONTRACT HOLDERS, COUNTY COMMITTEE 

NEVER KNOW IF FMHA TRULY SUPPORTS YOUR OPERATION 

ACTIONS OF FMHA ARE NOT TELLING US THEY ARE ACTING IN OUR BEST IN- 
TEREST. THEY AR^; ENCOURAGING LIQUIDATION AND / OR OFF FARM INCOME 
NOT CONSISTENT WITH THE SOLE PURPOSE OF FMHA, WHICH IS, HELPING THE 
STRUGGLING FARMER 

FMHA SHOULD HAVE A SET OF RULES AND REGULATIONS PRINTED AND GIVEN TO 
THE BORROWER SO WE KNOW EXACTLY WHAT RULES MUST BE FOLLOWED. 



IN OUR OPINION THE SUPERVISOR IS NOT COMPETENT » ^^ ^ ^^-J' 






i:) ^- c^. 








Digitized by 



Google 



56 

COMMENTARY 

The Missing Link In Farw Policy 

by 

Duane Sand 

The stated purposes of United States agriculture policy Is "to provide price and 
Income protection to fanners and to assure consumers an abundance of food and fiber at 
reasonable prices." 

NoM, as the nation's leaders prepare for the 1985 Farm Bill, It appears that the 
Federal Government Is no longer able or Milling to continue with present levels of 
farm price and Income protection. The government's need to reduce federal deficits, 
plus public opposition to Idle cropland and payments to wealthy farmers, makes It 
unlikely that the next Agriculture and Food Act mIII actually protect farmers from 
overproduction. 

This Is no surprise, since farmers have, over the years, proven that their "ability 
to produce" frequently exceeds the government's "ability to protect" them from over- 
production. The real danger Is that agriculture leaders mIII demand a Farm Bill t«hlch 
provides a "false *ense of security" by suggest ng tKat existing programs can reverse 
future low prices. Unfortunately, current programs and priroltles cannot attract 
adequate appropriations to match supply with demand. 

The dMemma of agriculture Is that low prices tb slow to curtail production. 
Instead, low prices begec nor« overproduction as farmers push land and themselves to 
the limits In order to preserve a way of life. Without effective government nter* 
vent Ion, this cycle wasteful ly forces land and people out of farming ^1 t the 
public shares concern about such abuse of human and natural resources, there are 
limits as to how much tax money the public Is willing to spend to solve such problems. 
Those limits decrease If the programs fall to contribute to a long-term abundance of 
reasonably priced food and fiber. 

Unfortunately, soil and water conservation practices which Br% essential to 
assuring future abundance have seldom received more than token support In agriculture 
policy. Vet nat ona po Is have found over ninety-percent (90t) of adults believe 
there Is a need to Increase soli and water conservation. If agriculture programs arm 
to receive more than token public support, conservation must become a focal point of 
policy. A Conservation Land Reserve Is the on y program that has the potential to 
attract a high level of public support for reduced production. 

Before exploring the Conservation Land Reserve coni^ept a review of the political 
situation which is the basis for prior statement n order. 

The rising national debt Is considered by Congressional representatives to be the 
number one domestic political issue. Congress must. If only because of Presidential 
veto, limit federal expenditures on farm entitlements In 1985 legislation. The Admin- 
istration estimates the deficits to be about $670 billion for the four-year period 
covered by the exist n^ Agriculture Act. Even with economic recovery the national 
debt w1 coflt nue to rise unless there are major changes In spending and tax policies. 
Wh e agriculture programs are a minor portion of the federal budget, they will not 
be exempted fromactlons to reduce the deficit. 

The failure of political leaders to substantially reduce the federal deficit In 
1984 will delay major action until 1985, a time concurrent with debate of the Farm 
Bill. Congress' urgent need to limit spending will probably overrule the seniority 
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and committee systems which have long protected farm programs. Even rural leaders 
who want to protect farm entitlements will be confronted by prospects of rising Inter- 
est rate; and trad lonal rural support for fiscal responslb ty 

Besides the need to reduce spending, chere ar« other firobl«ms t«hlch undermine 
public support far current Farm programs. Por examp e, productton control programs 
have long been unpopul ar; and over the years have becofne lest effective. 

Public opinion polls prior to the Payment- In- Kind (PIK) Progrem found that two- 
thirds of adult Americans opposed government payments to farmers for not planting 
crops In oversupply« Whtle the pubHc Is sytDpatNitlc to farmers, they apparently can 
not reconcile tdle land with conditions of domestic and world hunger, with potential 
Increases In food prices, or with the %«>rk ethic. 

In addition to being politically unpopular, there Br9 also concerns about the 
effect veness of current programs. Some agriculture economists use a rule of thumb: 
Removal of fifteen percent (I5t) of cropland base acres frcm production will reduce 
production bv only three percent ilX) , Other leading economlsti be ieve that ten 
percent (lOt) of cropland base acres ««u1d not be planted or harvested even If there 
were no productlofi control program. 

Part of the problem of achieving significant crop reduction Is that programs 
encourage some domestic and foreign producers to Increase production. When U.S. 
programs Ed ed about 8d mi lion acres In 1983, other eKpor ng countries were reported 
to have Increased production by adding kO mlll^an acres of crop and. However, the 
grain loans and reserve programs that hold grain off the market »r9 probably the 
main reason for such expansion. 

Payiwnti fnade by pr oe support programs t^ another source of public concern. 
Since these programs benefl a1 producers, they #r« often criticized for redistributing 
tax Income from the poor tO the rich. Cefpera ly twft va percent (12t) of U.S. farms 
produce over two-thirds of all product* resulting n «n average net fami ly .Income of 
about $6S.<>00 per year. The other eiyhty-elght percer^t 8Sl) of the farms that produce 
about one- third of the products have average family ncdine$ Im lar to nan- farm fam- 
es, Kany of these farm families rely heavily upon off-farm eflnployment for Income 
to offset farming losses. The Impact of the farm Income support system Is the distri- 
bution of greater benefits to those with the ease apparent need. 

This publ c perception Is politically Important because of the rapid Increase in 
voter registration afnortg people with lower nccMe and 9i% net wofth than the average 
farmer. This pressures Congress to limit partic patlon n farm programs according to 
proven need, rather than helping all producers regardless of Income or worth. 

Congress Is a so concerned that the system of price sup^rt programs have often 
been Ineffective or counterproductive. A system wftlch protects certain comnodltles 
prices actually encourages Increased product on o tluie commod ties and production 
shifts a««ay from less profitable, unprotected crops and livestock product on. The 
use of government recourse oans and reserves to set prices quickly builds surplus 
stockpiles that dapress futures prices. 

Congress c^na agriculture leaders essentially have tvio choices In I98S: (D to 
conduct polltici as usuat and make minor modifications to existing farm programs, a 
choUe which wl be fieffectlve in daa Ing with overproduction because of limitations 
on federal spending* and {Z) to greatly adjust federal spending priorities in order to 
'^arr the agrlcuUure community of reduced price and income protection. Limited resources 
must be redirectcid to meet the critical needs of farmers 9% they face longer periods of 
low prices. The following is a list of cr tlca^ needs Chat government must address to 
minimize the social cost of a market-oriented agriculture: 
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*fl«duct tht pottnttal for financial lots from natural disattar through Improve- 
mentt In the federal crop insurance program. 

*Expand markets through aggressive product research, market development, and 
economic assistance programs. 

*lncrease production efficiency through aggressive research and education 
programs. 

*lncrease the ability of government to be a lender of last resort to compensate 
for further decline In farm equity. 

*Estab1lsh a long-term land reserve for major gains In conservation and to 
provide farmers an alternative to continuing overproduction. 

The Land Reserve Is the missing link liS agriculture policy. It Is clearly 
against the netlonal Interests to allow chronic overproduction to deplete valuable 
natural resources and to eventually force fannert to compete for other employment. 

A land fteserve provides a partia mntirnt to over product Ion while offering sub- 
stan 4l benefits n soli, water, and w1 dl fe cofiservatlon Discontinuing production 

rom a sma percentage of land can provide d sproport of^ate conservation benefits. 
For exsmp e, the Sol Consefvatlon Servk« (S C*S.) has found tha nine pareeant {$%) 
of the cropland produces ove;r ty percent (^0%) of 30 1 loss by wind erosion and 
sheet and rl ero$ on Ikev^Ue the Natlonq W^ter Ast^e^smgnt ndlc4te$ at>out one- 
sixth of Irrigated Copland, represen ng about two percent 2%) of total cropland, 
causes over fifty percent (S0%) of the nation's depletion of groundwater supplies. 
The dl ng and seed ng of selected areas of crop and would produce great advances In 
reduc ng tota^ water pollution and In providing needed wlldrtfv habitat. 

By targeting land for maximum conservation benefits, the Und Reserve of 1985 
could be a great improvement over the Conservation Reserve established In 1956. The 
latter program Involved close to 3D m on acres, but failed to control production 
because farmers were a11o>«d to retire the r least productive land. Advances In 
technology for Identif Icat^ofi of the worst problems areas and verification of program 
{^ompl ance» en»t>1e participation Into the program to be based upon a professional 
techn ca determination. By having the S.C.S. determine land eligibility for an 
AgrfcLiltura Stabilization and Conservation* Service (A. S.C.S.) administered land 
reserve. It would be possible to have greater Impact on overproduction and on 
conservation. 

The Land Reserve also promises contributions to the success of the previously 
listed critical programs. The Reserve may Idle marginal land that frequently collects 
claims against federa crop nsurance The Reserve will show Import ng courftries that 
the U.S. Is a reliable, ong-term supplier because of protection of natural resources. 
It also demonstrates to expor ng natloni^ that there Is a logical ^nd paipular ba^ s 
for their Initiation of acreage reduction programs. Reserve land may also be used • 
for danonstratlon of new techniques or crops, and provide an Incentive for reforesta-, 
tlon. The mo> Important point Is the program contracts wl tend to slow future 
decline In and values an^ farm equity by offering an alternative to continuing over- 
production. Low pr ces wT 1 rebound faster with a program to store the land rather 
than the crops It produces. 

This/fong list of potential benefits are dependent upon major appropriations by 
Congress.^ The Land Reserve must be a fair ami affordable program to warrant such a 
coimnltnent. Five points contribute to a fair and affordable program: 

1. The Reserve must have a release provision to assure reasonable prices for 
foreign and domestic consumers. The Reserve will have little Impact on 
food prices If reserve contracts allow a return to production during the 
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rare tines of high futures prices. This will also encourage greater 
participation n the program by allowing crop production ««hen there is 
the greatest Dpfxprtunlty for profit. 

2. The Reserve mtst encourage approfirl «tie land use. For example, the 
owner of h qhfy eroding croplind should no|t be rewarded with higher 
i^cGiu thari neighbors Who protect their land. Land only suited for 
forage cropf $hou|<l receive m> more than usual local rental Incoiae for 
that use» regardWs^ of the cropping history of the field. The U.S.D.A. 
Land {Tapebility Cjassif Icaclon for soil types' Is an appropriate guide for 
determining proper land us«. 

This provision will not appeal to those «i^ manage land solely for short 
term economic gain. However, that problem must b« addressed by a consistent 
net one pol cy for *gir culture resource conseriFat an. The American Farm- 
and Truit has compleEed an excel ent study of po Icy char^ei needed for 
conservation of croj^land C«ner«1 y, the Federal Goverfw^nt mt-st begin 
by cons dertng the natural llinTtat ont of the laid before provldlmici federal 
benefits such at tax ncenttyes for and convers on» disaster fuyment^ 
crop Insurance cove rage ,, protection from price $i»pport programs, cost- 
sharing on certain conservation practices, and public water from Irrigation 
projects. 

Current legislative proposals In the House and Senate are attempting to 
end federal Incentives for land abuse The use of a conservation land 
reserve will provide a federal Incent ve to return and to an appropr ate 
land use. IMtll the Federal Government provides this eadersh p, s in- 
consistent for Congress to consider strict cr&ss'compi a nee between agri- 
culture programs, or other penalties to encourage appropriate land use. 

3* The l^serve must avoid competition with local farmers which will result 
in rising and rent Goverfimcnt paywient^ n^ed to be slightly less than 
prevail ng local and rent, with the conservation benefits to the landowner 
providing the rmalnder of the Incentive to part cipate In the program. 

k. The Reserve must avo d grac ng provisions which encourage overproduce on 
of forage- fed vestock. Cropland placed In the reserve should have grazing 
benefits simt ar tt> the ut i nation of crop restduces from gra n crops If 
additional grazing uses are one of the economic Incentives for participation 
in the reserve, then proporUonal grazing capacity should be removed from 
production In major livestock areas. 

This could be acccynpl ished by expanding the land reserve concept to Include 
grazed land. The ^.C.5 has fpund 2y r\\ Ion acres of pasture range, and 
grazed forest and with annual sol osses n excess of 1^ tons per acre. 
Hajor soil >4ate and w d fe benef ts cou d be achieved by removing 
livestock from th and The cost of ih i effort would be relatively 
small s nee the Ceniui of Agriculture shows private land rent Is typically 
nine Imes greater for cash grain cropland than for livestock grazing land. 

5. The fteserv* *nust Irtit participation to avoid adverse effects on rural 

communities. Within certain conmjn es bu^s neis and employaMnt will suffer 
j if there are no limits on reserve acreage There Is also a rwed to limit 
the acreage any landowner ea^ place n the reserve to avoid hi rd ships for 
tenant Farmer^. However, a tong*terin reserve m ted to and with greatest 
conservation benefits will tend to have better geographic and social distri- 
bution, and less effect on businesses than past acreage reduction programs. 

in addition to these five points there wll be other pol leal considerations 
from various Interest groups. It is Important for all who Influence farm policy to 
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consider the Conservation Land Reserve. 

The Reserve can provide the missing link between farm prograips and conserva- 
tion of natural resources. Hore Importantly, the Reserve Is an opportunity to bring 
public support to acreage reduction efforts which are essential for reducing over- 
production. It remains to be seen whether agriculture's leadership will accept this 
opportunity to assure an abundance of food and fiber for the nation's future; or 
choose the security of existing programs and political relationships. Ben Franklin 
once said, "anyone «i(ho gives up opportunity for security deserves neither." The 
American farmer deserves the opportunity and security of a major (tomnltment to the 
Conservation Land Reserve. 



Dtiane Sand is the Soil Stewardship Program Consultant to the Io%m Natural 
Heritage Foundation. The Foundation is a non-profit corporation for the 
preservation of Iowa's natural resources. 
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10WA-Th« Pork Capital of thm World 



FUTURE FARM PROGRAMS 

Statement by 
Iowa Pork Producers Association 

Presented 
by 

E. Leo Stephas 

March i», ii*b4 

Good Afternoon Congressman, Menibers of the Media and Friends 

MY NAME IS LEO STEPHAS AND I AM A PORK PRODUCER FROM RUTHVEN, IOWA. 
MY FAMILY AND I FARM 700 ACRES AND PRODUCE OVER 1500 - 2000 HOGS ANNUALLY. 
AS A MEMBER OF THE IOWA PORK PRODUCERS LEGISLATIVE COMMITTEE I AM HERE 
TODAY REPRESENTING NOT ONLY MYSELF BUT THE MORE THAN 32,000 MEMBERS OF 
THE STATE PORK PRODUCERS ASSOCIATION. ON BEHALF OF PORK PRODUCERS ACROSS 
IOWA WE APPRECIATE THE INVITATION AND OPPORTUNITY TO COMMENT ON THE IMPACT 
OF GOVERNMENT POLICIES ON OUR MEMBERS AND HOPE OUR COMMENTS ARE USEFUL IN 
FORMULATING FUTURE FARM PROGRAMS AND SPECIFICALLY THE 1985 FARM BILL. 
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BEFORE ADDRESSING SPECIFIC PARTS OF ANY FUTURE FARM PROGRAM WE FEEL 
IT IS IMPORTANT TO ADDRESS THE MAJOR SHORTCOMINGS OF PAST FARM PROGRAMS 
AND AT LEAST PHILOSOPHICALLY DISCUSS WHERE THE PORK INDUSTRY OPERATES 
MOST EFFICIENTLY. AGRICULTURE AND PARTICULARLY THE PORK INDUSTRY IS A 
BUSINESS OPERATING ON LONG TERM FINANCIAL DECISIONS. CAPITAL OUTLAYS FOR 
LA:\D, nUlLDlNGS, EQUIPMENT AND LABOR ARE LARGE. TO MAKE LONG 1ER>'. DECISIONS 
WITH SHORT TERM PROGRAMS AND POLICIES IS NOT ONLY INCONSISTENT BUT A 
FINANCIAL NIGHTMARE. 

SECONDLY, WITH SHORT TERM FARM PROGR.\MS BEING ANNOUNCED SO IJ^TE IN THE 
YEAR FOR MANY PRODUCERS THE PROGRAM HAS NOT ONLY BEEN UNMANAGEABLE BUT ALSO 
UNACCEPTABLE. THEY HAVE ALREADY COMMITTED TO CROP ROTATIONS, FERTILIZER, 
AND FUTURES MARKETING. BY ANNOUNCING THESE PROGRAMS EARLIER AND WITH MORE 
CONCERN FOR THE LONG TERM NATURE OF THE BUSINESS, NOT ONLY WILL FARM PROGRAMS 
BE MORE AVAILABLE TO ALL PRODUCERS BUT ULTIMATELY MORE EFFECTIVE. 

TODAY PORK PRODUCERS ARE FACED WITH SEVERAL CHALLENGING CONDITIONS 
WHICH, UNLESS CORRECTED, THREATEN NOT ONLY THE FUTURE OF MANY FAMILY FARMS 
BUT ALSO THE NATIONAL ECONOMY. IN RECENT YEARS PORK PRODUCERS HAVE BEEN 
FACED WITH TWO CRITICAL PROBLEMS: 1. HIGH INTEREST RATES AND 2. FALLING 
LAND VALUES. FOR THE MOST PART THESE CAN BE DIRECTLY RELATED TO OVER 
SPENDING BY THE FEDERAL GOVERNMENT AND THE LARGE FEDERAL DEFICIT. LOW IN- 
FLATION, WITH HIGH INTEREST PAYMENTS ON FARMING OPERATIONS REQUIRING LARGE 
AMOUNTS OF CAPITAL ARE PROVING TO BE DEVASTATING TO MANY OPERATIONS IN THE 
STATE. THIS CAN ONLY BE CORRECTED BY LIMITING GOVERNMENT SPENDING OR INCREASING 
TAXES OR A COMBINATION OF BOTH. FROM OUR PERSPECTIVE THIS SIMPLY MUST BE DONE. 
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IN REGARDS TO PAST FARM PROGRAMS, THE IOWA PORK PRODUCERS ASSOCIATION 
HAS STRONGLY SUPPORTED EVERY EFFORT TO INCREASE THE PRICE OF GRAIN TO A 
PROFITABLE LEVEL. IT IS NO SECRET AS THE PRICE OF CORN FALLS, MORE GRAIN 
PRODUCERS LOOK TO ALTERNATIVE WAYS OF MARKETING THAN GRAIN AND PRIMARILY 
FEEDING HOGS. AS THE PRICE OF GRAIN CONTINUES TO FALL INTO A NON-PROFIT- 
ABLE SITUATION THIS RESULTS IN EVEN LESS RISK FOR THE GRAIN PRODUCER TO 
MARKET HIS GRAIN THROUGH LIVESTOCK. THIS ALL RESULTS IN A LARGE OVER SUPPLY 
OF HOGS AND ADDITIONAL ECONOMIC LOSSES FOR THE LIVESTOCK PRODUCER. THIS IS 
ESSENTIALLY WHERE THE HOG MARKET HAS BEEN FOR THREE OF THE PAST FOUR YEARS. 

IT FOLLOWS, THE REACTION OF IOWA PORK PRODUCERS HAS BEEN VERY POSITIVE 
TO LAST YEARS PAYMENT- IN-KIND PROGRAM FOR PUTTING GRAIN BACK INTO A PROFIT- 
ABLE SITUATION. WE FEEL THE PROGRAM WAS OF GREAT BENEFIT TO THE GENERAL 
FARM ECONOMY AND EVENTUALLY PORK PRODUCERS. BUT WHILE PIK WAS A SHORT TERM 
SOLUTION TO GRAIN IN THE RESERVE IT RAISES MANY QUESTIONS ABOUT FUTURE FARM 
PROGRAMS. 

- WHAT WILL THEY INCLUDE? 

- WHAT WILL BE THE DIRECTION? 

- HOW WILL THEY AFFECT THE LIVESTOCK INDUSTRY? 

FOR THESE REASONS AND OTHERS THE IOWA PORK PRODUCERS ASSOCIATION WOULD 
RECOMMEND THE FOLLOWING PRIORITIES IN FARM PROGRAMS: 

1. EXPAND EXPORTS ; THIS IS THE MAIN PROBLEM WE FACE AND WE NEED TO 

ADDRESS IT IN EARNEST. SINCE THE EMBARGO, THE ONLY TRUE SIGNAL THE 
UNITED STATES HAS SENT THAT WE WANT TO TRULY DO BUSINESS IS A 150 
MILLION DOLLAR SUBSIDY FOR EGYPT TO BUY WHEAT. WE WOULD URGE: 

A. GREATER COOPERATION BETWEEN THE AGRICULTURE AND STATE DEPARTMENTS. 

FOOD AS FOREIGN POLICY HAS APPLICATIONS. NOT AS A HAMMER BUT AS AN 
INCENTIVE IN NEGOTIATIONS. 

B. GREATER USE OF EXTENDING CREDIT TO COUNTRIES WHO WANT AND NEED 

PRODUCTS MUST ALSO BE INSTITUTED. SEVERAL, WOULD BE, CUSTOMERS ARE 
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LOST DUE TO A LACK OF ENCOURAGEMENT OR A BETTER DEAL ELSEWHERE - 
WE MUST BECOME AGGRESSIVE. 

C. FUNDING SUBSIDIES FOR EXPORT. WHILE WE DISLIKE THE CONCEPT, 

IT MAY HAVE TO BE USED, WE ARE FORCED TO COMPETE IN A FALSE MARKET. 
UNFORTUNATELY THIS TOOL SHOULD BE USED ON MANY OF OUR SO CALLED 
"ALLIES" - JUST TO SHOW THEM WE ARE SERIOUS. 

P.— BARTER SYSTEMS . WHILE MANY COUNTRIES HAVE ECONOMIC PROBLEMS 
AND NO MONEY - THEY DO HAVE PRODUCTS. MEXICO IS AN OIL RICH 
COUNTRY IN A PREDICAMENT. THEY COULD USE AMERICAN TECHNOLOGY AND 
KNOW-HOW, OUR GRAIN AND BREEDING STOCK, AND WE COULD CERTAINLY USE 
THEIR OIL. AN INTERNATIONAL PRODUCTS EXCHANGE IF NOT RUN BY^THEfl 



'J>^ 



GOVERNMENT SHOULD BE INVESTIGATED. :^Xi" 

TRADE RESTRICTIONS. BEFORE YOU CAN HAVE FREE TRADE YOU MUST ADMIT 
WE ARE SACRIFICING THE AMERICAN ECONOMY TO MANY COUNTRIES WHO WILL 
NOT LET AMERICAN BUSINESS COMPETE. LAST WEEK THE GOVERNMENT 
ANNOUNCED A RECORD TRADE DEFICIT FOR 1 MONTH AND PREDICTS A RECORD 
TRADE DEFICIT FOR THE YEAR. WE ARE HEADED IN THE WRONG DIRECTION. 
THE AGRICULTURE AND STATE DEPARTMENTS MUST ADDRESS THIS. TRADE 
RESTRICTIONS WILL NO DOUBT HAVE TO BE THREATENED AND PROBABLY IMPOSED. 

A HEALTHY AMERICAN AGRICULTURE IS VITAL FOR A STRONG NATIONAL 
ECONOMY. AS PORK PRODUCERS WE ARE CONCERNED ABOUT JAPANESE QUOTAS 
BASED ON A STABILIZATION PRICE FOR PORK. THIS SYSTEM PROVIDES A 
THRESHOLD WHICH EQUALS THE COSTS OF PRODUCTION OF THE LEAST EFFICIENT 
JAPANESE PORK PRODUCER. WE ARE ANGERED BY THE EUROPEAN ECONOMIC 
COMMUNITY WHICH HAS IN PLACE TRADE BARRIERS AND ADDITIONALLY 
SUBSIDIZES AGRICULTURAL EXPORTS TO THIRD WORLD COUNTRIES TO THE 
AMOUNT OF $6.5 BILLION IN 1980. 
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OF PARTICULAR CONCERN TO IOWA PORK PRODUCERS IS THE TREMENDOUS 
INCREASE IN PORK PRODUCTS AND ESPECIALLY LIVE HOGS COMING INTO 
IOWA AND THE U.S. FROM CANADA. THERE HAS BEEN SIGNIFICANT EX- 
PANSION IN HOG PRODUCTION IN THE QUEBEC PROVINCE IN RECENT YEARS. 
A RECENT USDA REPORT STATED, "THE MAJOR FACTOR BEHIND THE PRODUCTION 
EXPANSION APPEARS TO HAVE BEEN GOVERNMENT PROGRAMS." TOTAL SUPPORT 
PAYMENTS OF BOTH FEDERAL AND PROVINCIAL GOVERNMENTS IN CANADA TOTAL 
$246 MILLION FROM 1975 TO 1982. WE BELIEVE IN FREE TRADE, BUT WE 
MUST HAVE FAIR TRADE FIRST. AT THE PRESENT TIME OVER 10,000 HEAD 
PER MONTH OF CANADIAN HOGS ARE BEING SLAUGHTERED IN IOWA ALONE. WE 
HAVE HEARD IMPORTS INTO THE U.S. MAY BE AS MANY AS 10,000 HOGS PER 
DAY. 

AGRICULTURE IS OUR MOST EFFICIENT INDUSTRY. THESE TRADE DOLLARS 
MUST BE BALANCED, OR WE ARE GOING TO LOSE OUR CURRENT POSITIVE 
AGRICULTURE TRADE BALANCE OF 16.4 BILLION. 

RESEARCH : AMERICAN KNOW-HOW TO SOLVE PROBLEMS IS ONE OF OUR MOST 
EFFECTIVE TOOLS. THIS SHOULD BE UNLEASHED. MORE DOLLARS ARE NEEDED 
FOR PRODUCT DEVELOPMENT, BY-PRODUCT USAGE, DEVELOPMENT OF VALUE 
ADDED PRODUCTS AND PRODUCTION - DISEASE RESEARCH TO REDUCE COSTS. 

WE WOULD ALSO URGE THE AGRICULTURE DEPARTMENT TO CHANGE PAST 
POLICIES OF LIMITING COMPETITIVE RESEARCH GRANTS TO PLANT SPECIES 
AND REQUIRE SIMILAR FUNDS BE AVAILABLE FOR MAINSTREAM LIVESTOCK 
PRODUCTION. WHILE THESE APPROACHES ARE BEING INITIATED WE REALIZE 
LIMITATIONS IN GRAIN PRODUCTION MAY HAVE TO BE PRESENTED IN ORDER 
TO KEEP FROM SLIDING BACK INTO THE OVER- SUPPLY SITUATION. USE OF 
CASH INCENTIVE PAYMENTS WITH SET ASIDE ACREAGE AND SOIL BANKS IS 
WHAT WE WOULD LIKE TO RECOMMEND. WE FEEL HOWEVER, WHATEVER. IS 
OFFERED SHOULD BE A FIRM CONTRACT AND CONTAIN MUCH MORE RISK FOR 
PRODUCERS WHO DO NOT PARTICIPATE, PARTICULARLY IN FOLLOWING YEAR 
FARM PROGRAMS. 
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WE HOPE CONGRESS WILL EVALUATE THE CURRENT U.S. STANCE IN OPENING 
UP WORLD MARKETS AND THE CURRENT COST OF THE PAYMENT- IN-KIND PROGRAM. 
BY ASSISTING U.S AGRICULTURE THROUGH EXTENDING CREDIT, FUNDING 
SUBSIDIES, BARTER AND FOREIGN AID, OUR ASSOCIATION BELIEVES IT IS 
POSSIBLE TO INCREASE THE UNITED STATES POSTURE IN WORLD AFFAIRS, 
BALANCE THE TRADE DEFICIT, AND IMPROVE THE ECONOMY AT HOME. IT WILL 
ALLOW UNITED STATES AGRICULTURE TO DO WHAT IT DOES BEST - PRODUCE 
FOOD, JOBS AND STRONG NATIONAL ECONOMY. 

ON BEHALF OF THE IOWA PORK PRODUCERS ASSOCIATION, I APPRECIATE THIS 
OPPORTUNITY TO COMMENT ON THE FUTURE OF THE FARM PROGRAMS AND WE 
PLEDGE TO BE IN CONTACT WITH YOU AND OTHER MEMBERS OF CONGRESS ON 
OUR CONCERNS IN AGRICULTURE. 
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STATEMENT OF DARREL AND NANCY SCHIMHELS 
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STATEMENT OF LARRY BUTZLAFF, GREENE, IOWA 



Con^essmen, 

As a farmer, I am constantly being told that 1 have produced a 
surplus. Farmers are told they have to rely on j.upply and demand to 
set the price they receive for the coipmoditlet; they pr<>duce. 

Pecently I came across some figures fi-om the U.S D A. on 
Imports and Exports. After examining these figures I became quite 
alarmed at what I saw. For example in 1962 we imported ove2- twice as 
much dairy products as we exported. Now, I have to wonder at a time 
when we are asking the American dairy farmer to cut hi? producticn, 
sell off part of his herd, and to pay for the utorare of the surplus 
milk products, why axe we Importing milk? Also, according to these 
figures we have Imported almost 8 times more beef than we exported, we 
have Imported almost 4 times more pork than we exported. It also shows 
that we have alsp imported about 13 times more lamb than we exported. 

This brings several questions to mind. As a praln £ar«er, I have 
to wonder if we were to raise this red meat rif^ht here in this country 
Instead of Importlnf it, how much f^raln would it take? Would we then 
have such a surplus of grain or not? I wonder what this means in terms 
of lost jobs, lost machinery sales, and so on? 

After seeing these figures it became quite apparent to me, that we 
have not produced enough red meat to feed our own people, and we therefore 
. have to Import it, or have we told the American farmer that we no longer need 
him, that we are going to Import it. 

It seems to me that the American dairy farmer for example has been told 
that he has produced a surplus when in fact he has not produced a surplus at 
all, we have Imported it'. 

My question is Congressmen; If you knew about this, .why haven't you 

done something about it and if you didn't know about it what are you rcinf 
to do about it? 

(Attachment follows:) 
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Surplus hoax encourages 




Some farmers and ranchers still 
believe that they must accept what- 
ever price the grain trade, the 
meat trade or dairy industry is 
offering. They believe it because 
we have been told over and over 
that surplus is our problem and 
that supply and demand is working 
against the producer. 

But take a close look at who's 
been emphasizing surplus as the 
problem: the political arena, econo- 
mists, farm news publications, the 
grain trade, the meat trade, the 
By Robert W. Amdt jairy industry. 

NFO National Vice-President when have these sources ever 
announced that we aren'*t producing enough food and fiber to 
feed our own people? Or announced that we control the inven- 
tory of the world's food supply? And yet that is the case. 

The Department of Agriculture publishes the production and 
consumption figures but those who want cheap food and those* 
who are profiting from low farm prices certainly will not bring 
these facts forward. 

Consider these statistics on grain production. The American 
farmer has been producing about 50 percent of the com that is 
produced in the world. U.S. farmers produce about 60 percent of 
the world's soybeans. Our wheat growers supply the world ex- 
port market with half its needs and, when you put the coarse 
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cheap food, low^r farm prices 



grains together with the wheat, we supply th)e export market 
with nearly 60 percent of its needs. 

Any country which ^controls half of a world commodity cer- 
tainly can cause a positive reaction by those who need that 
product! 

We don*t have a surpliis. We control the world's inventory of 
food and f iiier. 
What about the red meats? 

In the three years of 1980, IdSl and 1982 the United States 
imported nearly four times more red meat than was exported. 
Diiriiig those three years this country exported 725,000 metric 
t&HB of red meat aikd imported 2,625,000 metric tons. That 
means we Were nbt producing enough red meat to feed our own 

' people in this country. 

The Reagan Administration, in assessiikg the dairy producers 
a 50-cent {>er hundr^weight tax, is really saying that the 
dairjrmen have^ produced a surplus and that they should pay for 
storing that surplus. 

' Lkt*s look at the statistics. In 1980, 1981 and 1982 we import- 
ed three times more dairy products than we exported. It means 
that we eithier do not produce enbugh to feed our own people or 
the fnventory of daii^ products we have on hand is a result of 
imported products used to build. an inventory to give the im- 
pression that the American dairyman dverproduced« 

It's time that the American farmer and rancher sorts out the 
facts available to him and' recognizes whq is giving him infor- 
mation and what^nd pf ihformation he is receiving. 

. The f>rodneer9 have the prodnction-consumption balance in 
their favor iemd th^y can capitalize on that favorable balance. 
It's a matter of drganizing our sales through our nationwide, 
producer-brfented bargaiiiing and marketing structure. 
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CoBcressmea Harkin, Brans, Bedell 

An old adei.'re that waa told to me by "^ father nd to him by his father simply 
states * cheap com makes cheap meat*. That statejient is just as true today as 
it was in their time. 

With this in mind it becomes obyious our real problem lies in our excess grain 
production capacity. Resent ag programs look on our tremendous ability to produce 
food and fiber as a curse instead of the blessing that it really is. 

A prime exampleof this philosophy is the 1983 P I K Program. Paying farmers 
billions of dollars in commodities not to produce. What did it achieve? At 
best a one year reprieve from disaster for farmers i^ile at the same time causing 
great distress for ag related industries. 

Another philosophy su/^gest lowering price supports to world market clearing levels, 
whatever that is. Grain is actually a raw material, however unique in the fact 
that it is a renewable raw material. To sell this raw material at a price below 
the cost of production will place the midwest and eventually the nation in the 
same category as the underdeveloped coimtries of the world. Exporting raw matslals 
while importing finished goods will never solve our nations problems. 

I submitthat the solution does not lie in developing new programs to reduce 
production or new ways to subsidise exports, but in developing new uses for our 
excess production capacity. Can these new markets be developed and at what eod? 

Shortly after the oil crisis in the early 'TOs' two new industries were started 
with the governments help. One is the synthetic fules industry based on coal 
gasifisation, oil shale recovery and related technologies. Guvemment apporpzi atioas 
of some $18 billion were committed to help in development* The second industry is 
the ethanol fuels industry - based on renewable resources, ^o date this industry 
has received very little in direst assistance and about $300 million in govsmmeat 
loan guarantees. 

What has been the result to date? The synthetic fuels industry has yet to produce 
its first gallon of liquid fuel, while the ethanol Industry is currently producbg 
about 300 million gallons per year. "Inside" sources have recently told we that 
the G A report about to be released shows a positive tax return of some $25 
million for the ethanol industry after all tax subsidies have been credited. 



Digitized by 



Google 



85 



There have recently been many positive reports by private and government agencies 
on the importance of ethanol to national seciirity implications. One of th4 most 
signigicant of these is the energy and strategic resources program. report by 
Charles K. Ebinger, program director for the center for strategic and intematio»al 
studies, Georgetown University. This report clearly outlines the significant 
role of ethanol porduction as it relates to ag and the liquid fuel industry. 

What is the ethanol potential? As we are all aware, EDB (ethelyne di bromide) 
has been baxmed for most oagri cultural uses. However, 90$^ of the the EDB usage 
in the 0. S. is in leaded gasoline, k recent E.F.A. report indicates that aoeoge 
every 1000 workers i^o spend a lifetime to EDB exposiire of 20 p.p.m. , the 
current tolerance level, 999 will die of cancer. Also the consequences of burn- 
ing lead are well known. If all lead were to lie removed from gasoline it would 
create a demand for 20 billion gallon a year of ethanol or its equivalent as an 
octane booster. Many of the substitutes for lead being used today are also known 
carcigenic agents. 

How let us aippose we had used $20 billion of ag funds last year to build ethanol 
plants. Thses plants woiild require 4 billion bushels of com or its equivalent 
each ly ear. They would produce 10 billion gal per year of ethanol with a current 
value of $16 billion, plus 36 million tons of protein- At a value nearly equal to 
t:ie original raw material cost. These plants would create new Jobs for about 
1 million people. 

I would like to suggest the following proposals to be a part of the 1985 Farm lill 
considerations . 

!. Legislation requiring the elimination of all lead and EDB from gasoline 
by 1990 with requirements that 50jf of the octane shortfall be replaced 
with ethanol. 

2. Passage of the 9$ Federalization Bill which now has the backing of 
nearly all the major farm organizations. 

3. Ninety per cent loan guarantees for qualified ethanol projects. These 
loan guarantees should be of the same quality as other strategic material 
loan guarantees. 

If the U.S. is to ever balance its budget and restore a positive trade balance 
it mt must utilize its agricultural production capacity. The ethanol industry 
can certainly lead the way tn this developement. 

Charles Pyatt 
Greene, Iowa 30636 
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LONG-TERM FARM POLICY TO SUCCEED THE 
AGRICULTURE AND FOOD ACT OF 1981 



SATURDAY, MARCH 10, 1984 

House of Representatives, 
Subcommittee on Livestock, Dairy, and Poultry, 

Committee on Agriculture, 

Ottumwa, lA, 
The subcommittee met, pursuant to call, at 9:45 a.m., in the audi- 
torium, Indian Hills Community College, Grandview and Elm 
Streets, Ottumwa, lA, Hon. Tom Harkin (chairman of the subcom- 
mittee) presiding. 
Present: Representative Penny. 
Staff present: Peggy L. Pecore, clerk; and George Palmer. 

OPENING STATEMENT OF HON. TOM HARKIN, A 
REPRESENTATIVE IN CONGRESS FROM THE STATE OF IOWA 

Mr. Hark;in. This meeting of the Subcommittee on Livestock, 
Dairy, and Poultry will come to order. I am pleased to welcome ev- 
eryone here today, especially my colleague on this Subcommittee, 
Congressman Tim Penny from the First District of Minnesota. 

The purpose of today s hearing is twofold. The first is to obtain 
an assessment of the current economic conditions in agriculture, 
and second is to hear testimony on farm policy proposals for the 
1985 farm bill, particularly as they affect the livestock industry. 

Farm legislation in recent history has run in 4-year cycles, with 
the Agriculture and Food Act of 1981 being the most recent. The 
1981 law has been controversial since the day it was enacted. Nu- 
merous attempts have been made to modify its provisions. In fact, 
this week the Senate has been discussing legislation which would 
eliminate scheduled target prices from increasing in the 1985 crop 
year. 

Nonetheless, the 1985 farm bill will be of vital importance in 
shaping the future of American agriculture and shaping the future 
of Iowa's economy. For not only does the farm bill cover our major 
commodity programs, but it also covers a broad array of agricultur- 
al issues, from ag research, export financing, grain reserves, and 
soil conservation programs, just to name a few. 

Last week, to initiate development of the 1985 farm bill, the 
Committee on Agriculture held 2 full days of hearings in Washing- 
ton, receiving testimony from 40 different witnesses. In addition to 
hearing from the Washington lobbyists who claim to represent 
farmers, I felt it was important for the farmers of Iowa, those who 
produce more livestock and livestock products than any other State 
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in the Nation, to have the opportunity to have input into the devel- 
opment of future farm legislation. 

That's the reason for these hearings, and I want to assure all of 
our witnesses that your testimony will be a part of that process 
and will serve as a valuable record for those of us who represent 
agriculture. 

Those of us involved in the development of the 1985 farm bill 
have a challenge in trying to predict what the conditions of agricul- 
ture will be in the future. The economic events of the past few 
years have brought the Iowa economy to its knees and virtually all 
of our economic problems here in Iowa can be traced to the decline 
in the farm economy. 

Many individual Iowa farm families are facing extreme economic 
difficulty. I believe it's apparent that both immediate and long- 
term policy changes are needed to revive and stabilize farm income 
and to insure the survival of the family farm in Iowa. Today we 
will hear your thoughts on just where we are and your ideas on 
needed policy changes. I look forward to discussing these with you. 

Td now like to ask my colleague from Minnesota, Congressman 
Penny, to make an opening comment. 

OPENING STATEMENT OF HON. TIMOTHY J. PENNY, A REPRE- 
SENTATIVE IN CONGRESS FROM THE STATE OF MINNESOTA 

Mr. Penny. I think these hearings are as important as an3rthing 
we will do as a committee over the next year in our development of 
the 1985 farm bill. 

Yesterday I participated in a conference in Minnesota that was 
sponsored by the University of Minnesota and the University of 
Iowa in which they focused on the future of farm policy. We had a 
good gathering there and testimony from farm leaders in our 
region and then opened it up for questions and comments from 
farmers and bankers and business people from southern Minnesota 
and northern Iowa. 

I felt that the exchange that took place there was very produc- 
tive and gave us some insights as to the kinds of farm policy 
changes that we can make to address the needs of the 1980*s in ag- 
riculture. I anticipate that today, at the hearing we've sponsored 
here, just as at the hearing that was held by you and other mem- 
bers of our subcommittee yesterday in Mason City, we will learn 
from farmers themselves about what they are looking for in a farm 
program and it will help us in our work as we develop that 1985 
farm package. 

Mr. Harkin. Thank you very much. Congressman Penny. 

I might just add that we held our Arst day of hearings in Mason 
City yesterday. We had over 200 people there. I said to someone, 
"If you think there's a lot of people here, wait until we get to 
southern Iowa." 

When we got here this morning we didn't see many people. EJvi- 
dently, some people didn't get our mailings. I'd just like to ask for 
a show of hands. How many of you are out there that got an indi- 
vidual mailing? How many of you don't remember receiving an in- 
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dividual mailing? It's about 50-50. I don't know what happened to 
the mail and Fve heard other reports that they didn't get out. 

I mentioned that to someone out here this morning about what I 
had said yesterday about coming down here and the place would be 
packed, I looked at the few people here and someone said, "Yeah, 
they are all at farm sales this morning down here." 

And I just might add, "Tim, this area of Iowa was the area of 
Iowa that was most heavily hit by the drought last year and where 
the economic conditions are really the worst in all of Iowa down in 
the whole southern tier of counties in Southern Iowa. And things 
are in very bad shape down here." 

Well, what I intend to do is to go through a witness list and we'll 
move as rapidly as possible. And what I'd like to do at some point, 
either at the end of the witness list or grab some tight place in the 
middle, I'd like to just open it up for discussion that any of you in 
the audience have anjrthing to say or want to make any state- 
ments, I'll just open it up for that at that time. 

First, I'd like to welcome Mr. Don Gingerich, of Pamell, repre- 
senting the Iowa Pork Producers. Don is certainly no stranger 
either to me or to the subcommittee and has appeared many times 
in the past to give testimony on behalf of the Iowa Pork Producers. 

Don, it's always nice to have you here on the subcommittee, and 
without objection your statement will be made a part of the record. 
Please proceed as you so desire. 

STATEMENT OF DON GINGERICH, CHAIRMAN, LEGISLATIVE 
COMMITTEE, IOWA PORK PRODUCERS ASSOCIATION 

Mr. Gingerich. Thank you Congressman Harkin and it's also 
nice to meet you. Congressman Penny. 

I have a prepared statement but I'd really like to just visit infor- 
mally with you. This morning I'll enter that statement. 

Mr. Harkin. I'd rather you do that, too, and that is talk infor- 
mal. 

Mr. Gingerich. My name is Don Gingerich and I'm a pork pro- 
ducer from Parnell, lA. My family and I own and operate 658 
acres. It's a grain and livestock farm. We raise around 3,000 hogs 
and I have 100 stock cows. I raise corn and soybeans as our princi- 
ple crop. 

I'm here today representing Iowa Pork Producers as a legislative 
chair and also representing myself which I think is fairly typical of 
my type of operation of anyone across the State of Iowa as we have 
so much general farming there. 

We appreciate this opportunity. Congressman, to express our 
views on farm issues. And we also really appreciate the impact you 
have on our industry in your position as chairman of the Subcom- 
mittee of Livestock, Dairy, and Poultry. 

Before addressing the farm issues as I see them, I'd like to make 
some general statements and also I'd like to be very specific about 
some. I'd like to get out of the way maybe a few of the negative 
things about past farm programs first, and maybe philosophically 
address and discuss where the pork industry operates best and 
what kind of farm programs work best for them. 
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Farming is a long term committment. When I made the decision 
to become a farmer, I looked at it as at least a 20-year conmiitt- 
ment. And with the many variables that are naturally built into 
farming, we see that it is important that our farm programs have 
somewhat of a long range ability for us to plan. 

I guess my first comment would be that it's important to us that 
farm programs are announced early because we are committed to 
such things as crop rotation, fertilizer, marketing, and breeding of 
the livestock. 

There's two other critical issues that I think really have had a 
detrimental effect on our industry. 

One is high interest rates which it's one of the few times in histo- 
ry that we've had the — the interest rates have been higher than 
what the inflation rate and at this time they are considerably 
higher. We feel as though the deficit spending has been the cause 
of that. And that's a very large and general problem that it is one 
that I think needs to be addressed. 

Another thing is the falling land prices. Now, as far as some- 
thing specific that we think should be done in the very immediate 
future is to do something to stabilize the deevaluation of property, 
land, livestock, and machinery. 

Our markets are driven by fear and emotion. That's what caused 
them to go up as rapidly as they did — the fear that there would not 
be enough farmland for all of us and the fear that we could not 
feed the world was a concept that we heard in the 1970's. Now, it's 
going in the opposite direction at a very accelerated pace. 

And many of our farmers who had a stable financial statement 
only 6 months ago and who still own the same property find them- 
selves in an unstable situation. 

So anything you could do in the very near future as it is near 
planting time and even in our area where we weren't stricken bv 
drought, there's farms that border me that we don't know whos 
going to farm them this year because we don't know whether the 
producers will be able to get financing to put out their crops. 

You probably are more up to date. I talked to Washington 2 days 
ago about the legislation tests, the wheat bill on the Senate side, I 
would appreciate your support on anything we can do there and I 
don't have all the specifics of that at this time. 

Farm programs in the past have one other weakness that con- 
cerns me and that is weed control and soil conservation on set- 
aside acres. 

The 1984 farm bill has some conservation measures in it in that 
we are allowed to set aside our most erodible land. I think it's im- 
portant we observe soil conservation practices and keep that seeded 
down. 

We, as pork producers, and I am representing them because most 
of my income is from pork production. I market my grain through 
that. 

I have supported in the past any farm program that would keep 
corn and grain prices stable. We are not looking for extremely 
cheap feed because, I think any of you know that in order to have 
profitable livestock prices, there also needs to be stable grain 
prices. Because any time feed grain gets too cheap we have an 
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oversupply of hogs in a very short time. We have the production 
and the potential to do that. 

In the last 3 or 4 years, we found ourselves in a losing situation 
most of the time. A business that has been very good to us, our 
family, our home community, and also the State of Iowa has dete- 
riorated to some extent. 

But we do support feed grain programs that stabilize — we'd like 
to refer to them as low level market clearing prices for grain. 

So as we look at future farm programs and how they might 
affect our industry, we also want to emphasize that we'd like to see 
the State Department and Agriculture Department work together 
and not use food as a hammer. That's a good thing we like to keep 
in mind as we look at future farm programs. 

We have failed in the world market to some extent for several 
reasons. One is because other food surplus countries have made a 
better deal to food deficient countries as far as exports are con- 
cerned. 

And, just some general statements there, but, maybe some of our 
money that we spent for farm programs might be spent for credit 
to countries who can't afford to buy our grain. 

I know that's a subsidy but maybe that would be a good subsidy 
to start becoming more competitive on. 

Trade restrictions have worked against us much of the time in 
recent years. We believe in free trade but we also believe in fair 
trade. 

And the area that I would like to be more specific on there is 
that the increase in pork products, and especially live hogs coming 
into Iowa and the United States from Canada, Canada subsidized 
their production, I know it varies from one providence to the other, 
but I do know that some providences are subsidizing their produc- 
ers at the rate of $15 per market hog in this. 

Then they are allowed to come and compete with us in our 
market and our market places. This is unfair and I kind of feel like 
we would be willing to compete with them on an equal basis but it 
must be equal. 

These trade dollars must be balanced because, I think we are all 
aware that agricultural products are the best things we have as far 
as to balance our trade in our country and we could lose if we don't 
make it more fair. 

In a country like ours where we produce so much good pork, it 
bothers me a little to be a net importing country when we really 
should be an exporting country. 

I'd like to touch a little bit on research. We would like to urge 
the Ag Department to change past policies of limiting competitive 
research grants to plant species and require similar funds to be 
available for livestock research. 

I think the President has in his budget request called for an in- 
crease in animal research. And we would like to have you support 
that on the Ag Committee if you possibly could. 

We want to thank you for your part in helping us get some re- 
search funding for our Pseudorabies Pilot Research Projects held in 
Marshall County. 

This, in itself, is a fine example of pork producers doing for 
themselves and actually carrying out the research on their farms. 
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In Marshall County where we were carrying on these projects 
where there were 170 farms by the latest census, we have already 
signed up producers in that county. So participation is very high 
and we're proving some things. We're proving that vaccination 
does help control the spread of pseudorabies. 

In funding requests we have made we said that we consider this 
a 3-year project. It got started very late in fiscal year 1983. We're 
fairly well short of funding for fiscal year 1984 and 1985 but it 
looks to me as though maybe those projects will need to carry on a 
little longer so that we get the full 3 years. 

It's very important that we monitor what happens to an area 
after the projects are over as part of the project. And part of the 
projects are being carried out in five States and actually Iowa is 
the only one that has been rolling very good. 

So, we of the oversight committee of these projects feel like we 
may need continued funding and we'd just like to tell you about 
that now. And we'll probably mention it again before we get to 
fiscal year 1986. 

So we hope that you in Congress will evaluate the current U.S. 
stance in opening up world markets and the current costs of the 
Pa3rment-In-Kind programs. By assisting U.S. agriculture through 
extending credit, funding subsidies, barter and foreign aid, our as- 
sociation believes it is possible to increase U.S. posture and world 
affairs, balance the trade deficits, and improve the economy at 
home. It will allow U.S. agriculture to do what it does best — 
produce food, jobs, and a strong national economy. 

These are the extent of my comments. I appreciate you allowing 
me to be here and for this time. 

[The prepared statement of Mr. Gingerich appears at the conclu- 
sion of the hearing.] 

Mr. Harkin. Don, thank you very much. 

A good off the cuff statement. 

Don, I want to ask you a couple of questions. 

Mr. Gingerich. OK. I'm glad for that, too. 

You can never get by Tom without him asking some questions 
back. 

Mr. Harkin. That's right. 

I wanted to first of all make a follow up comment. 

I'm glad you pointed out the Canadian situation. For those of you 
who have not been following this, there have been some pretty 
drastic things happening with regard to the import of Canadian 
pork into the United States. And Don briefly touched on it. 

Let me give you an idea of what's happened recently. 

Last year the Canadian Government subsidized their pork pro- 
ducers to the tune of $246 million in support prices. They actually 
have a support price for pork production. 

Just to give you an idea of what's happened. In 1977, the Canadi- 
ans imported and it exported or reimported from Canada in 1977, 
43,030 live hogs. That was in 1977. 43,000. 

Last year they exported to us 447,391 live hogs. And in terms of 
fresh chilled pork, in 1977 the Canadians exported to us 2,266 
metric tons of fresh chilled pork in 1977. Last year 9,315 metric 
tons of fresh pork. 
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So they are really making some inroads into our markets. I 
mean, obviously that is not a large percentage. Obviously we know 
that of our total pork production, we know that. 

I guess what's alarming is the rate of increase and the fact that 
they have a subsidized program up there. And, that they are, as 
you said, subsidizing their farmers, about what, $15? 

Mr. GiNGERiCH. It varies from providence to providence, but it's 
$15 in one of the higher ones. 

One of the laws that bothers the free exchange of the live ani- 
mals is some of the health requirements that they have and also 
there's other trade agreements. 

Mr. Harkin. That restrict us you mean? 

Mr. GiNGERiCH. Correct. 

Mr. Harkin. That's a good point. And I think that it's definitely 
something that we have to keep our eye on and see what's happen- 
ing. 

I'm like you, I believe in free trade but it better be fair. I mean, 
before it's free it's got to be fair. 

I wanted to ask you about the PRV Research Program. Did you 
say that there were 200 that signed up? Did I misunderstand you? 

Mr. GiNGERiCH. Yes; in Marshall County we had 200 participants 
and there's only 6 as of this point who failed to participate and 
they have their reasons and we hope to have them signed up, too. 

Tlie projects, we decided to make it important and make the 
award good and give you 90 percent of the hogs and at least 75 per- 
cent of the producers who are well above that. 

Mr. Harkin. Now, one last thing. 

Do you, as I've often said that from my vantage point as chair- 
man of this Livestock Subcommittee, looking back, I wasn't chair- 
man of it when the farm bill was passed in 1977 and had just as- 
sumed that when we passed the 1981 farm bill. 

Looking back, as we've discussed before that the livestock people, 
I don't mean just pork, cattle people, others who sort of sat on the 
side lines and watched it develop, and my message has always been 
that even if it is a grain program it effects you. I mean it really 
effects you. 

Now I'm seeing the pork producers and the cattlemen being in- 
volved in the early development of the 1985 farm bill and I'm just 
very pleased to see that. And I hope that you and the Iowa Pork 
Producers will continue to track this as we go along and to make 
sure your input is felt every step of the way. 

It just seems that we've just narrowly focused farm bills simply 
on wheat and feed grains, cotton, rice, sugar, dairy and that's it. 
And we forget about the other end of the livestock. 

I'm just hopeful that you really continue to have a strong input 
into it so we can have a good balanced approach. 

Mr. GiNGERiCH. We have kind of stayed out of these programs in 
the past simply because we don't have a pork subsidy as such. 

We begin to see all these programs as so interrelated. 

Could I ask you a question at this time? 

Mr. Harkin. Sure 

Mr. GiNGERiCH. Could you bring us up to date on what has hap- 
pened as far as Congress this week regarding anjrthing that might 
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help us as far as the deevaluation of property, getting emergency 
loans for FmHA people. 

Mr. Harkin. As you know the Senate committee agreed on a pro- 
gram of freezing target prices next year, letting the wheat farmers 
get half of their deficiency pajrments for next year paid this year, it 
doesn't affect the corn farmers, though, just the wheat farmers. 

They mandated that Farmers Home has to extend $200 million 
in direct economic emergency loans. The Department of Agricul- 
ture said they were going to do that anvway, but we know the his- 
tory on that one and they have really been dragging their feet on 
it. So whether they're going to come up with the $200 million or 
not, the problem is when will they come up with it, after July or 
August or September? The need is now. 

So nothing really has happened. There are some teams out here 
right now, Farmers Home teams going around the State of Iowa 
tr3dng to find out what's going on in the county offices, but there 
has been nothing that has happened of any nature that would 
really get the money out here right now. 

Mr. GiNGERiCH. As we work on programs such as this, there's 
two things we don't need. One is the farmers don't need a bigger 
loan and more debt, neither do we need a program that encours^es 
us and give us an incentive to produce something that there isn t a 
market for. But just to have something available to help producers 
because of deevaluation of their property in the last 6 months, I 
think we kind of accepted the fact that not every farmer is going to 
be a winner and we also accept the fact that in times of high stress, 
we'll lose a few more. 

But, I think it is growing to proportion right now that it's in the 
Nation's interest that we help these people caught in this dilemma. 

Mr. Harkin. That's right. I do agree. Obviously in any times of 
stress, you're going to lose people out of any kind of business en- 
deavor, agriculture too, but this is beyond all balance of reason 
right now. 

What I'm saying is what farmers don't need is more loan money 
but I'm telling you that there's got to be some kind of a reamortiza- 
tion, or the stretching out of debts, some way of getting them past 
this year and next year. I just don't see it coming. 

Congressman Penny. 

Mr. Penny. I was just going to add to your comments that a vear 
ago the House passed legislation that would have required those 
emergency loans to be made available, $600 million total, and the 
Senate didn't take action on that bill. 

Finally the courts ruled that the program had to be implement- 
ed. The Department, at the urging of the Office of Management 
and Budget, decided that only $50 million would be made available 
in direct loans and that the rest would be offered as guaranteed 
loans at higher interest rates. Therefore most farmers did not find 
that very attractive. 

A lower interest rate is the only thing that helped them pencil 
out a decent cash flow, and they don't find a guarantee at a higher 
interest rate useful to them. 

I'm glad to see that the Senate is now taking interest in this 
issue. If thev would have helped us a year ago we would have had 
all $600 million offered in direct loans at lower interest rates by 
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now, and Farmers Home would have statutory requirements to be 
more flexible with current borrowers in terms of rescheduling 
those loans and offering other assistance to help them. 

Tm sure we can reach a point where weVe got some good prices 
for farmers and a decent income. 

So, with that said, I do have just a couple questions I wanted to 
ask. 

You made reference to the free trade and fair trade philosophy 
that I think we all share. Most of us are very tired of trade restric- 
tions placed on our commodities in the world market. We don't 
have access to the markets in other nations because of import bar- 
riers. 

And you indicated the support of your organization for either 
threatening or perhaps even imposing some measures in response 
to that world scene as a way of forcing some accommodations. And 
I was just curious if you have specific ideas as to which measures 
you might be willing to support in that regard. 

Mr. GiNGERiCH. I went to Japan with our previous Governor to 
study some of these situations. And it seems like we need to be a 
little tougher on our negotiations in some of those larger potential 
world markets. They're just outnegotiating us as far as what they 
will allow our country to sell them and what we allow them to sell 
us, we buy so many of their products. 

And they're in a country where the food is costing them 40 per- 
cent of their income. We're in a country where it's costing us 17 
. percent and 

Mr. Penny. Less than that. 

Mr. GiNGERiCH. Right; those aren't exaggerated figures. 

Mr. Penny. Let me be the devil's advocate on this issue for a 
second. 

Isn't it possible that we are too divided among ourselves. One in- 
dustry says, "Don't impose any kind of restriction on imports in 
this area because it might affect our exports." And the next indus- 
try says, "No, and don't impose any kind of restrictions on imports 
on that area because it might affect our exports." 

Here in our own economy we're fighting one another so much be- 
cause we're jealous of our own export potential that we're tying 
our own hands, and putting our negotiators in a situation where 
they can't threaten these other nations with any kind of an imposi- 
tion. And it puts the foreign negotiators in the driver's seat day in 
and day out. 

Mr. GiNGERiCH. That's true. Our first choice is not to restrict 
them from selling us their products. But our first choice is to open 
up and have it more free. And right now they are in the driver's 
seat, which makes it tough for any negotiations. It's a very big sub- 
ject and those are only very general statements. 

Mr. Penny. They're in the driver's seat because we don't want to 
restrict trade. 

Our philosophy is not to restrict, and because we have constantly 
made that our first priority, we've had nothing to negotiate. As 
long as we are unwilling to restrict them, regardless of what they 
do to us, we can't make any headway. 

Mr. GiNGERiCH. Do you think we should be more restrictive to 
them? 
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Mr. Penny. Fm just asking if that might not be true — I said I 
was going to play the devil's advocate. 

Mr. GiNGERiCH. There's some extreme restrictions and Fm trying 
to think of a bill where Government won't allow any product to be 
sold in our country unless a certain large percentage of the inputs 
of that product come from our country. 

I don t think we're there yet. I guess I'd like to favor at this time 
just to keep appl3dng pressure, consistent pressure, on them and to 
make small gains. I don't think we will expect a large growth in 
this area in the near future but just to keep pressure on them in 
that way, because we do have some things they need. They could 
not produce food like we can here. 

Mr. Penny. I was going to ask as well about the proposal that 
Berkley Bedell made last summer, about moving forward the dates 
for the announcement of farm programs by about 6 weeks. 

Does your organization have a position on that issue? I see that 
you did call in your statement here for earlier announcement of 
farm programs. 

Mr. GiNGERiCH. We would appreciate that because in our crop 
production we like to fall fertilize, and we like to fall till some of 
our land. That 6 weeks would be very helpful. 

Now, because of the many variables in farming we know that 
some adjustments need to be made in farm programs as we go 
along, but to announce the major farmer program plans in the fall 
previous to the planting year would be very helpful. And our asso- 
ciation would support that. 

Mr. Harkin. Thanks, Don. 

Mr. GiNGERiCH. Thank you. 

Mr. Harkin. Next I'd like to call Mr. Leonard Harris of Moulton 
representing the Davis County Cattlemen's Association. 

Mr. Harris, we welcome you to the Subcommittee on Livestock, 
Dairy, and Poultry. Without objection, your statement will be made 
a part of the record in its entirety, and I just go ahead and ask you 
to proceed as you want to. 

STATEMENT OF LEONARD M. HARRIS, CATTLEMAN, DAVIS 
COUNTY CATTLEMEN'S ASSOCIATION 

Mr. Harris. Thank you. I want to thank you for having this 
hearing here in southern Iowa, and I'm glad it's going to be some- 
what informal so we can trade ideas on the future farm bill and 
other problems with agriculture. 

I'm a cattleman from Davis County, and I represent the Davis 
County Cattlemen's Association, as you've stated. 

Some of the problems we experience as cattlemen are the same 
ones experienced by dairy people who raise a lot of forage and also 
hog producers, as you already heard. I have a 750-acre operation 
and a large portion of this is in forage crops. 

Seven months ago we had a meeting in Bloomfield because of the 
drought. Now, these are not in my prepared material. 

We had 2,000 people at the Davis County fairgrounds and they 
were all concerned about this months ago. Since that time, we've 
had other meetings in our county, and we've had people we can 
contact in Washington on a continuing basis and we still have 
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problems down there, and we still have people who are not going to 
be farming this year. And it's good producers and this is a sad 
thing that s happening to our people. And it's simply because we 
don't have enough action from Washington, DC, to help these 
people out. 

Fd like to move now to my prepared text. 

Cattlemen from Davis County and I have long felt that the live- 
stock producers, and certainly cattlemen, have not been treated 
fairly by the farm programs. Cattlemen raise hay and pasture on 
certain portions of their cropland that could be in row crops. Thus 
these acres do not contribute to crop surpluses and are protected 
from erosion. But the same crop acres are not counted for use in 
the feed grain base. Cattlemen are penalized as compared to the 
farmer who has planted large grain acreage. 

If a partial credit for hay and pasture acreage could be included 
in a farm's corn base, cattlemen would be treated more fairly. The 
Iowa Cattlemen's Association passed a resolution in 1983 suggest- 
ing we adjust the corn base to include the cropland in forage pro- 
duction. An example, if corn was 80 percent TDN and hay or pas- 
ture was 50 percent TDN, an acre of forage would be equal to 0.625 
acres of corn. 

Another example of this discrimination is if a producer cuts 
some corn for silage. A producer must certify all corn planted but 
if some is cut for silage, it is not eligible for loan. It also reduces 
the amount of corn grain he can harvest to feed his own livestock. 

Wheat producers can sow wheat for grazing and hay and be eligi- 
ble for farm program benefits so it would only be fair if Corn Belt 
cattlemen could grow corn for silage and not be penalized by the 
farm program. 

Since the livestock producer feeds most or all the corn that is 
raised it is not possible to verify 3delds by settlement sheets. This 
works against a producer for crop insurance and farm program 
purposes. A system is needed that allows the use of livestock sales 
receipts to show the amount of corn produced. 

The drought of 1983 was hard on cattlemen, as it was on all 
farmers. Many were not in the PIK Program or did not have crop 
insurance because of the reasons mentioned earlier. Drought strick- 
en farmers deserve the same compassion and help as other Ameri- 
cans who suffer natural disasters. Why can't we get help as swiftly 
as an island threatened by Communist takeover? It seems that our 
Government has millions to spend for two-bit Third World dicta- 
tors and billions to spend on defense contracts but begrudges every 
dollar loaned to a disaster struck farmer. 

The Congress and the President seem not to be concerned 
enough about the $200 billion deficit that the Federal Reserve in- 
sists keeps interest rates at the highest level in our history. In 
1982, interest rates were 19 percent and inflation was 14 percent 
that left an interest rate over inflation of 5 percent. Today my 
bank charges 14 percent interest and the inflation rate is about 4 
percent. The rate over inflation is 10 percent. Interest rates must 
come down or there will not be any family farmers left in a very 
short time. 

One way to decrease this deficit would be to stop tax shelters 
that allow high-income taxpayers to use farm losses, farm deprecia- 
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tion, and farm investment credit to offset nonfarm income. Those 
of us who are trying to make a living farming can't compete with 
someone farming to break even or even take a small loss to g£dn a 
tax break on nonfarm income. 

If farm looses and farm deductions were only applied to farm 
income, then the family farm can compete on an equal basis. Inves- 
tors who feed cattle to avoid pajdng tax not only have an unfair 
advantage over our cattlemen but they are not paying their share 
of taxes compared to the rewards our countrv's economic system 
allows them. This is another area that needs immediate action 
before the cattle industry leaves Iowa permanently. 

The 1985 farm bill should be written so the livestock producer is 
treated as part of the solution and not the problem. He should be 
rewarded for conserving the soil by raising forage crops rather 
than penalized because he is not planting fence to fence. 

rd like to stop a moment here. After I prepared my remarks the 
local paper had an article in it explaining that in Davis County be- 
tween the years of 1960 and 1980, 19,000 acres had came from pas- 
ture and woodland into crop production. 

Mr. Harkin. What years? 

Mr. Harris. Between 1960 and 1980. That has been accelerated 
since 1980. And I would safely guess that it would be in the neigh- 
borhood of 25,000 to 27,000 acres has been added to the cropland 
base out of pasture and woodland. 

You can see what this does to crop surplus problems. And it's be- 
cause the cattlemen, the dairymen, people who raise forage crops 
have been penalized by farm programs and also have had problems 
making enough money in their particular operations. 

Mr. Harkin. Now tell me, Tm sorry to interrupt you. How many 
acres was that? 

Mr. Harris. 19,000 plus. I don't have the exact figure with me. 
And that was as of 1980. There has been several cow herds dis- 
persed in our county since that time and the pastures put into row 
crop production. So that is smaller than it would be today. 

The crop insurance program should be improved or scrapped. In 
a normal year and with reasonable management my farm will 
raise 120 bushels of corn but Federal crop will only guarantee 64 
bushel. If I raise half the crop I plan to raise and spend to get, Fed- 
eral crop will not pay a cent and I will be broke. 

Something must be done about interest rates. Even farmers that 
have not bought expensive equipment or land find that interest is 
the single highest expense they have. Many young farmers are not 
going to last through these times of high interest. A 4 or 5 percent 
drop in interest rates would do more than all farm programs will 
ever accomplish. 

And again, Td like to deviate from my written testimony because 
an average farm that had an investment of $200,000, which is not 
out of reason, if a 5-percent cut in interest rates can save $10,000 
worth of expenses. A $200,000 investment farm will never qualify 
for a $10,000 payment from the Government through a farm pro- 
gram. It would be very difficult to do. 

Tax shelters that give high income people an advantage over 
farm families that make a living on the farm should be stopped. 
Each business should stand on its own merits of profit or loss. Iowa 
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cattlemen can't feed cattle for a few dollars per head like the 
wealthy investors who can save thousands on their tax bill. These 
abuses must be stopped if the family farm is going to be saved. 

Do you have any questions? 

[The prepared statement of Mr. Harris appears at the conclusion 
of the hearing.] 

Mr. Harkin. Thank you very much for your statement. I appreci- 
ate it. Tve seen this TDN proposal before. It's very good. And I just 
want you to know that the whole concept of the total digestible nu- 
trients, the TDN concept, is one that we're going to be pushing 
hard on in the farm bill. I think it makes good common sense. 

Mr. Harris. I'm pleased to hear that that's really being consid- 
ered. 

Mr. Harkin. We're going to start having set-asides and things 
like that that they count as part of a base. I think it's a great idea. 

Mr. Harris, what I want to raise with you is this article in the 
Des Moines paper in February showed that cattle on feed in Iowa 
was at the lowest point since 1967, 1 million head on February 1. 
That's the lowest point since 1967. 

The feedlot total for Iowa was 17 percent below the total of a 
year ago. And at the same time, placements in feedlots during Jan- 
uary was 25 percent less than a year ago. OK, remember that. 
Placements in January were 25 percent less than a year ago. 

But in Texas, they had 2 million head of beef cattle, twice as 
many as we do. And the placements the past month in Texas were 
48 percent more than the year before. Ours dropped 25 percent, 
theirs went up to 48 percent. 

Nebraska, No. 2 State next door to us, had placements 3 percent 
above a year ago. And again, ours was 25 percent down. I was just 
wondering, how do you read that? 

If our cattle feeding is leaving Iowa — if we have that much of a 
decrease— and Texas is absorbing it all, I guess one of the things 
that bothers me about it is that we have the feed here, we have the 
people here who can feed those animals, we have the farmers here, 
we have the facilities. 

And another thing that bothers me is that if I'm not mistaken, I 
don't know, but if I'm not mistaken I'll bet you these feedlots in 
Texas that are getting these big increases are the ones that are 
owned by the big boys, the big Cargills and people like that that 
own those big feedlots down there. 

Mr. Harris. I would tend to agree with your assumption. I read 
an article in a beef industry magazine just this past week and 
Kemp Ross Industries is the largest feeding entity in the United 
States. And it is owned by Cargill so you can see that people like 
that are entering the cattle feeding. 

And I think very much that, this is my personal opinion, that it 
goes back to this tax advantage feeding because these people can 
delay taxes. And they have the use of that money. And if they 
make $2 or $3 a head, that's just a little more money than they 
had before but that doesn't affect their living any. 

They make their living some other way. They don't have to make 
their living feeding cattle like we in Iowa do. 

Practically once a month, one of these magazines or more will 
have an article on how to get into custom cattle feeding. So, it is a 



Digitized by 



Google 



100 

big thing. In the Southwest it's very large. And these people that 
can get a tax advantage to feed cattle are driving the Iowa cattle- 
men out of the cattle feeding business because, as I stated in my 
testimony, they're after a few dollars that have profit. 

Perhaps, Tve even read where they will lock in on the Board of 
Mercantilic Exchange a few dollars a head loss. But they do this 
because they can tie up enough tax funds, or enough funds. They 
don't have to pay any tax, and they avoid taxes. And they have the 
use of that money for a longer period. 

It is simply helping them to avoid tax that they should be paying 
because of their high income. And in so doing, they're depriving 
the Iowa cattlemen the opportunity to make profit. 

Mr. Harkin. Congressman Penny. 

Mr. Penny. Mr. Chairman, I don't have any questions, but I do 
want to compliment Mr. Harris for his testimony. 

In particular, I appreciate the willingness of Mr. Harris to get 
specific about what he thinks we need to do in our farm policy to 
be fairer to livestock producers. I have advocated, as has the chair- 
man, for sometime that it's in the commodity group's best interest 
to get more involved in the development of farm policy. And I have 
stressed that it is particularly in the interest of those groups that 
don't have a special section of the farm bill to get involved because 
they are effected by what we do with other commodities. 

So I appreciate the specificity of your comments and, in particu- 
lar, sjrmpathize with what you have said about our current tax 
policy and how that also has an antifamily farm emphasis because 
of the assistance we give to speculators and to corporations and to 
others to get involved in agriculture and unfairly compete with our 
family farmers. 

We can't address that specific problem in our farm bill, but 
many of us on the Agriculture Committee will do our part to see to 
it that those concerns are raised in the proper committee and hope- 
fully addressed. 

Mr. Harkin. Thank you very much, Mr. Penny. 

Mr. Harris. Thank you. 

Mr. Harkin. I'd next like to call, a little bit out of order, the 
panel consisting of the following: Tom Wagenknecht of Leon, Will 
Raiser of Davis City, Priscilla Beatty; Humeston, Ruby Smith; 
Leon, Hope Mendenhall; Garden Grove, Ronald Hill; Decatur 
County Cattlemen's Association, Leon. 

I want to welcome all of you to the subcommittee and thank all 
of you for driving quite a distance to be here today. 

Hope Mendenhall from Garden Grove. Welcome and please pro- 
ceed as you want. 

STATEMENT OF HOPE B. MENDENHALL, FARMER, DECATUR 

COUNTY, lA 

Ms. Mendenhall. Thank you for inviting us here. We have been 
asked to appear before this group to assess the situation of agricul- 
ture in the southern part of the State of Iowa as it is today, give 
our opinions on how it arrived where it is and what we think 
should be done about it. 
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The assessment can be done very, very quickly. Agriculture in 
this State and it's roots, which is the family farm, is gasping it's 
last dying breath. What is the cause of death? Government policies 
for the past 200 years and adverse weather. The miracle drug 
which might save us, a family farm policy, a farm policy which will 
be fair and just to all aspects of agriculture and one that will allow 
us to realize a profit for our products. Whether this be a completely 
new line of thinking whereby the farmer's needs are given first 
consideration instead of protection for and providing cheap food to 
the American consumer and removing the practice by the State 
and Defense Departments to use agricultural products as a tool to 
achieve their goals or a complete abolishment of the Department of 
Agriculture and any farm policy, I do not know. I am convinced we 
must have one or the other. 

I am a farmer. My husband and I own and operate 720 acres in 
Decatur County which is in South Central Iowa. I feel I am quali- 
fied to speak as a bona fide farmer. My husband is the 13th genera- 
tion of farmers from his family's farm in the United States. The 
second generation of farmer in his family was also a surveyor for 
William Penn, so we were here when this country was mapped out. 

Myself, we are the 5th generation to live on and operate the land 
that we have today. We have a son and grandson living there also 
which brings us up to 15 generations of farmers in the United 
States. On my father's side of the family, my family goes back four 
generations of farmers in Iowa, his ancestors having immigrated to 
Iowa from Ireland in the 1800's. On my mother's side, my great- 
great-grandmother was the daughter of an Indian chief of the 
Cherokee eastern nation and that is just about as close to the 
American soil as you can get. We are livestock farmers. All the 
grain we produce with the exception of soybeans raised on our crop 
rotation program is marketed through cattle. In the 35 years my 
husband and I have been actively engaged in farming and depend- 
ent upon the profit of the income for our living. The highest return 
of our investment has been 14 percent and the lowest, a negative 
113 percent. The average has been around 5 percent. 

Through the 1950's and 1960's we were able to survive on this. 
We had to depend on our equity and our assets for any improve- 
ments or capital expenditures — ^there was never any money avail- 
able for luxuries such as vacations or a second car, but we were 
able to keep the bills paid, pay for our land, acquire a respectable 
line of equipment, build a 100 head cow herd, and to rear four chil- 
dren. 

We weren't the richest people in the community but neither 
were we the poorest. Most importantly, we were happy and we felt 
secure. Today that security is gone. Our aim in life at that time 
was to bring our children up to be responsible citizens, give them a 
college education in the field they chose, provide our fellow Ameri- 
cans with the best beef in the world, and eventually pass our land 
on to our sons if that was their wishes. 

Because it was the policy of the USDA at that time to advocate 
fence row to fence row crops to ensure food for the increasing popu- 
lation of the world, we made the decision to expand our operation 
by buying and bacl^rounding calves to provide the necessary cash 
to send four children through college. Little did we suspect that 
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within 2 years our Government, through freezes, derivations, 
and boycotts, would devastate the price paid for live cattle, and at 
the same time cause the prices paid for every product we bought to 
spiral upward. 

This, in a nutshell, is how the livestock farmer got to his present 
situation. His resources are all gone. There never has been a time 
since 1973, with the exception of a few months in 1979, that there 
has been any profitability in the cattle business. When this hap- 
pens our Government immediately passes the import quota on beef 
to ensure that the American people, the public, would have a good 
supply of beef at a price they could afford. Prices paid for us for 
our cattle at that time dropped $15 a hundred in a matter of 
weeks. On a 1,000 pound steer that's $150. Prices did not drop at 
the grocery store. 

During this time, this part of the country was plagued with ad- 
verse weather. Farm programs were changed each year. A farmers 
owned reserve was thought to be the answer, and then they were 
determined to be a curse. And a quick cure for the PIK program 
was tried. 

There has been some form of farm bill since the Department of 
Agriculture was established in 1862 and raised to Cabinet level in 
1889, some of them better than others but let's face it, none have 
worked. This does not mean that I advocate elimination of any 
farm programs. The U.S. Government got agriculture into the mess 
it's in and it has an obligation to get us out. 

This country must have a sound and solid agriculture policy if it 
is to survive. Food is a necessity of life, not a luxury. Only 2 per- 
cent of the population are actively engaged in farming. Where else 
can a country get so much from so few? Any person of average in- 
telligence could not dispute the fact that no other industry has 
achieved the high productivity level the farmers of the United 
States have. We must then eliminate mismanagement from the 
claws of the current bankruptcy state of agriculture. Greed on the 
farmers' part cannot be responsible. True, there are a few very 
wealthy farmers and during the latter part of the 1970*s we had 
several wealthy dead farmers, but we have many thousands of 
farmers living below the poverty level. 

I think it is time we put the blame squarely where it should be. 
The farmer has been used, abused, manipulated and sold out by 
the U.S. Government too many times. The farm programs in the 
past, particularly in the past 10 years, have been designed to aid 
the farmer on the one hand and to take away the advantage on the 
other. If target prices were high enough to warrant raising feed- 
grain then the grain farmers who market this grain to livestock 
was hurt to higher costs of production and lower prices at the 
market. If we tried to use good conservation practices, to seed down 
our land with a grass cover, our crop bases were lowered so it 
became unfeasible to participate in the farm program. 

Conservation was encouraged, then penalized. There is no way in 
the time allotted me today that I can cover all the double stand- 
ards and discriminations against the livestock farmer that exist in 
the past farm programs. 

But on the other hand, they haven't been all that great for the 
grain farmer either. It seems to me that the farm bills in the past 
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have been designed to divide the agriculture industry within itself, 
pitting the dairy farmer against the beef producer, pork against 
poultry, livestock against grain. In the words of that great revolu- 
tionist and statesman, Benjamin Franklin, "We must all hang to- 
gether or we surely all will hang separately." 

Farmers must band together and demand a farm bill in 1985 
that is fair to all segments of agriculture. First, a long-range plan 
should be drafted and adhered to. Farm plans cannot be made on a 
1-year basis. We must have a tentative 3-year plan in mind at all 
times and a 10-year farm plan bill. A complete copy of the entire 
farm bill should be available to every farmer and every ASCS offi- 
cer. 

Second, our greatest problem in the past 4 years has been the 
high cost of credit. Agriculture demands a great deal of cash 
output. Providing farm credit was one of the original duties of the 
Department of Agriculture. This needs to be reviewed and revised. 
Either we must have higher incomes so that we can afford the high 
cost of credit or lower rates achieved through a national usury rate 
for agriculture. 

I think target prices for all farm products should be set, not just 
on feedgrains and dairy products. This price should not be based on 
cost of production or parity. Let's forget that old-fashioned word, 
parity, which uses a false sense of standards and base target prices 
oh comparable worth. That would put some profitability back in all 
segments of agriculture. I think good conservation practices should 
be rewarded, not penalized. I think that farmers who follow good 
conservation practices and keep the legume covering on the rolling 
hills of southern Iowa should be given some form of credit or in- 
creased feedgrain acreages allotments for the acres in hay and pas- 
ture. 

I think a feedgrain, regardless of its state, and Fm referring to 
feedgrains chopped into ensilage should be either considered a feed- 
grain at all times and be eligible for loan privileges or it should not 
ever be considered a feedgrain and neither be eligible for loan 
privileges or counted in your acreages as a feedgrain when partici- 
pating in the farm program. If this is done, then feed corn grain 
should be allowed to be planted on acres above and beyond the 
corn base. 

I think emergency and disaster aid should not be eliminated and 
replaced by Federal crop insursmces or at least until that is per- 
fected £ind available for all cropland crops including hay and pas- 
ture and changed so that it provides a limited pajrment beginning 
with a 10-percent loss on realistic yields. We would be willing to 
buy our own protection if it really gave us adequate protection and 
did not just cover our suppliers' risks. We cannot live for a year 
with an empty bin and a zero balance in our bank accounts. 

I think our Congress Members should take a long and hard look 
at our budget deficits and sort out the priorities. This country 
seems to always be able to come up with enough money to aid for- 
eign countries, to bail out and protect our big businesses and 
banks, we can spend billions of dollars on building defense items 
which in the event of a nuclear war we would never get to use. But 
when it comes to providing some assistance or even drafting a fair 
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and just program for the American farmer they scream, "We can't 
waste the taxpayers' money." 

Yet, who are the biggest taxpayers in this country? A^culture 
and ag-related businesses. Is not the American farmer as important 
as everyone else in the world? Let charitjr begin at home. President 
Kennedy said in his first state of the Union address, "Ask not what 
your country can do for you but what you can do for your coun- 
try.'* I agree with this, but I also believe it is a two-way street. One 
party cannot be the recipient at all times. I think the American 
farmer has given a great deal to this country. We have carried the 
load of the economy for over 200 years. We have worked harder, 
longer, sacrificed more, and received less compensation than any 
other industry. 

We have made it possible for the American people to be the best 
fed at the cheapest prices and provided more jobs at the highest 
wages than any other industry in the country. In return for this, 
the Government has turned to the farmer every time it needs help. 
On what products were the embargos, the boycotts, the freezes and 
ssmctions placed? Farm products. What is taxed the greatest? Real 
estate. Who pays the price for that? Who pays the prices asked in 
bujdng and receives the price offered for selling? The farmer. Who 
has paid the price for bringing the inflation rates down? The 
farmer. High interest rates were the revenues for this. Every other 
industry was able to pass off high interest on to a degree, raising 
the price of products sold until it finally reached the bottom of the 
totem pole. 

The farmer has given all he can give. It is time for the Govern- 
ment, which is really the people, to ask itself, "What can I do for 
my country?" 

I think it is time for the people in power in this country to an- 
nounce what their plans for agriculture are. If they plan to elimi- 
nate the family farm, then say so and do it at once and come up 
with a plan for all these displaced persons. I feel that as an Ameri- 
can citizen I am entitled to know this. 

In 1981, when I was presenting the farm plan for the coming 
year I was told by personnel at the FmHA office to revise the farm 
plan, eliminating any livestock operations and substitute fence row 
to fence row crops. When I pointed out that all facilities, equip- 
ments were geared to livestock farming I was told by this person- 
nel that he had been to a meeting held by his superiors and they 
had been told that it would be the aim of the USDA to phase out 
all livestock in the United States, that the American people could 
no longer be allowed the luxury of eating red meat. The feedgrains 
were needed for other purposes. 

I went home. My husband and I tried to draw up a plan accord- 
ing to their wishes, but no matter what we did we came up with 
over a $100,000 loss and this would be if we had a perfect weather 
here and plowed fields. No monetary amount was placed on the 
conservation practices that we had implemented that would be de- 
stroyed. We just could not make ourselves do this so I sat down and 
wrote a very lengthy letter to the Secretary of Agriculture, John 
Block, and asked him if this was true and if this was the the intent 
of the USDA to phase out the Nation's livestock industry. In this 
letter I also pointed out the high costs and low returns we had ex- 
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perienced in the past year and stated that I thought he should 
make his intentions known so that we might make some long-range 
plans and not continue to beat our heads against a stone wall. 

This is the answer that I received. It's dated November 27, 1981. 
"Dear Ms. Mendenhall, Secretary Block has forwarded your recent 
letter to the Farmers Home Administration for response. The prob- 
lems facing American farmers are well known to the Department 
of Agriculture. We are very much aware of the changes needed to 
keep pace with current farming and economic needs. We fully rec- 
ognize the financial problems that many of our farmers will face 
due to inflation and the cost-price squeeze. Many of the problems 
you cite in your letter were created in part by the Government, 
which has spent beyond its means and borrowed heavily on finan- 
cial markets to pay for the ever-increasing Federal debt. 

Such budget deficits and staggering level of Federal borrowing 
which resulted have driven up interest rates and taxes for all farm 
and industrial businesses, large and small. The results have been 
declines in productivity and emplojrment. 

These recent years have shown us that productivity and econom- 
ic growth cannot come from the Government but only from the ini- 
tiative and energy of the private sector. Unfortunately, as we 
return Government to its proper role, we cannot avoid all the pains 
and sacrifices. Some sacrifices will have to be made by large and 
small enterprises alike. Similarly, the benefits of increased produc- 
tivity and higher employment will be enjoyed by all sectors of the 
economy. 

Contrary to your beliefs, this administration does not wish to 
phase out the Nation's livestock industry. It intends to keep all 
American agriculture enterprises among the strongest and most 
productive in the world. Sincerely, signed, George T. Moore, acting 
Assistant Administrator, Farmer's Program. 

Now, according to this letter, the USDA was aware of the prob- 
lems of agriculture in 1981 and they stated many of the problems 
were created by Government. They denied my accusations, but this 
is 1984 and I can't see that things have changed one bit. How much 
longer are we going to have to wait, to endure the pain, to make 
the sacrifices before we've received any benefits? Or is there ever 
going to be any or was this whole letter a lie? The human body and 
the human mind can only stand so much. I think it is time this 
country and all it's people got back to the basics, adopted the policy 
of "live and let live" and Government as well as private citizens 
ask themselves, "What can I do for my country?" 

Thank you. 

Mr. Harkin. Thank you very much. That was a very good state- 
ment. 

Why don't we just go on down before we get into any questions. 

In the interest of time, I'm going to ask — I didn't want to shut 
Hope off. That was a very good statement. I hate to close anybody 
off, but could you try to keep it to maybe 5 minutes per person as 
we go ahead. 
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STATEMENT OF RUBY L. SMITH, SMITH FEEDER SUPPLY, LEON, 

lA 

Ms. Smith. I think we all know why we're here but nearly all the 
grain farmers like the 1983 PIK Program which Mr. Ray Lett mas- 
terminded for the Block people last year. I think the farmers liked 
the gambling aspects of the bidding and so forth. But, as usual, 
whatever the Government gives you they kind of take it away. And 
this year it's going to be in production crops. 

We've checked with our Farm Bureau and farm services and the 
co-ops and most of production costs are up 20 percent straight 
across the board. Fertilizer, chemicals, all these people are justify- 
ing this by trying to recoup their losses from last year through the 
PIK Program and they're all building in probably a 5-percent risk 
factor that hasn't been built in before for bad debts. So the produc- 
tion costs are up 20 percent straight across the board. 

People, like the press, have made us feel so apologetic for last 
year, the costs of the 1983 PIK Program. But really people haven't 
responded much on this 1985 program. They've made us feel so 
apologetic for the cost of it, so that's why you haven't seen much 
input into the 1985 program. 

Then on the interest rates, I think the biggest concerns of all 
farmers are the interest rates, and you know what all interest 
rates do. They stop the exports, they raise the value of the dollar. 
But why has prime dropped from 19 to 9 or 10 points. But on the 
local level we ve seen it go from 18 to 15. Why do we have that 
spread yet? Do you know? Is there anything that they can do about 
it? I think the bankers— and my banker is sitting here, and these 
lending agencies aren't going to lower the spread. Maybe we need a 
two-tier lending system, one for farmers and one for other people 
that are making some money. Have they ever considered a two-tier 
lending system? No? 

Mr. Harkin. Could I interrupt for just a second. You asked why 
you have these high interest rates. I can't help but tell about two 
letters I received. This has been maybe 3 years ago, 1981, some- 
thing like that, when interest rates were really up there. I received 
one letter from a farm wife in my district explaining about the 
high rates of interest. Couldn't something be done to bring those 
interest rates — that was about 3 years ago? I was just preparing to 
write back when I received another letter — 2 weeks after that. 
Same person, same stationery, writing and saying, "I understand. 
Congressman Harkin, that Congress is considering doing away with 
money market funds, money market certificates." She said. "Please 
do all you can to stop this. I have money invested and I like those 
high rates of interest that they pay." And that sort of tells the tale 
right there. 

Ms. Smith. I'm talking about the spread, though. 

Mr. Harkin. I understand. 

Ms. Smith. When the prime goes down 10 points and the local 
level goes down 3. Maybe we need some more high interest. 

And on that tune, on the $600 million EE Program, why hasn't 
that been put back on the 5-percent interest? Are they waiting to 
use that for a trade-off? We've already got it coming; there 
shouldn't be any trade-off in that. I think the Block people are 
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going to use it for a trade-off. We've already been given that. Put it 
over here and let's go on to something else. 

Mr. Harkin. Again, you've thrown some balls right across my 
plate here, as they say in baseball. But in 1979 and 1980 we put $6 
billion in the EE Loan Program, $4 billion one time and that was 
loaned out and we followed up with another $2 billion, $6 billion. 
The 1981 farm bill, I attempted at the time to have that $6 billion 
just left in as a revolving fund. The money was there and was paid 
back; right? It's paid back. Every day people are paying this back 
in and my thought was to keep it there and just loan it back out as 
it is needed by farmers. Now, the money's paid back and it's taken 
out of the farming sector and it's put into the General Treasury to 
be used for whatever they want to use it for. That's why we're 
having problems getting the $600 million or whatever it is, the EE 
loan money. 

Again, that's just another bunch of money that was put in there 
at one time and is now being taken back out of agriculture. 

Ms. Smith. But the courts ordered it to be put back; right? 

Mr. Harkin. They ordered that they fund the $600 million that 
we had funded last year. 

Ms. Smith. And this is the highest real interest that we've had 
since when, forever? I'd be safe in saying since the Civil War. 

Mr. Harkin. It's high, the real interest rates are about as high 
as they ever were. 

Ms. Smith. High as it's ever been but anyhow since the Civil 
War, maybe before that, I don't know. 

Mr. Harkin. Probably true. 

Ms. Smith. But the farmers want, and they have to have the 
target prices. And historically it's always been said that if you 
raise the target prices that our foreign competitors increase their 
production. So I think most people would be willing to leave the 
target prices where they are, beans, corn, and maybe lower the 
wheat a notch in this department. Mr. Dole wouldn't like it 
anyhow. 

I think we need some drastic measures put into the farm pro- 
gram subsidizing of exports. Somebody needs to play hardball. And 
if the Japanese, we always pick on the Japanese because people 
relate to them quicker than anyone, but if they want to continue 
the foreign car love affair with Americsm people, then someone 
ought to make them know they better dam well develop a taste for 
American beef and pork. Let's trade them something. 

And the same way with Brazil. Brazil brings in billions of dollars 
in ethanol and what do we get in return for that? Anything? 

And I think in this farm program that we want to charge right 
ahead with ethanol production. What happened to that along the 
road? 

Mr. Harkin. It got snuffed out. 

Ms. Smith. If we have the ethanol we've got fuel, we've got our 
money, we've got jobs and we've got rid of all the excess grain — I 
think that should be built in, some incentives for ethanol immedi- 
ately. 

We've covered all this on FmHA and so forth, on the lending and 
the restructuring and so forth. John Block said he was disappoint- 
ed in the farmers signup so he extended signup times but did it 
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ever occur to any of those Block people that people won't sign up 
for farm programs if they are not going to get financing. At your 
task force meeting in Osceola, 75 percent of the people there, which 
is maybe a little out of context because they're FmHA people, 75 
percent of those people there didn't know whether they were going 
to get their operating capital this year yet. 

AH this "Mickey Mouse" renewals, and so forth, by FmHA and 
PCA, we've got guys that are being renewed for 30 days at a time. 
Something needs to be checked into the restructuring of the whole 
farm credit system. We've got one boy with PCA that's being re- 
newed a week at a time, his loan's being renewed a week at a time. 
And their favorite deal is you whistle in and give them all your 
grain money, all your cattle money, you go back in to get your 
year's operating — they say, "No, your loan limit's been dropped 
from $400,000 to $200,000." They kind of sit with their hands on 
their fat little tummies and they say, "We're not going to loan 
you — we're not going foreclose on you, but we're not going to lo€Ui 
you any more money." Isn't that a form of foreclosure? 

Something needs to be done on those through FmHA, and it is a 
form of foreclosure. And another thing, I think you need to put a 
hooker on the farm program in fairness to the tenants and land- 
owners alike that says the Ag lending agencies have to let you 
know by February 1 whether you are in or out instead of stringing 
this out to May or June. The landowners don't know where they 
stand and the tenants don't know where they stand either. We're 
running out of time. 

Mr. Harkin. Thank you, Ms. Smith. 

STATEMENT OF PRISCILLA KYNEE BEATTY, FARMER, 
HUMESTON, lA 

Ms. Beatty: I'd just like to say since 1980, since we've continual- 
ly produced corn below the cost of production and we have only 
been told that below cost production prices are too high for the 
world market. I would say that if any farmer an3rwhere in the 
world can produce grain cheaper than the American farmer, and I 
mean with no Government subsidies in this production cost or mar- 
keting crisis, then they deserve to take all our world markets away 
from us. 

The current solution being offered to lower our price supports be- 
cause we're not competitive in the world market, I think is a joke. 
EEC would not have a surplus if they did not have a subsidized 
price. What our Government is really saying is they're asking the 
American farmers to accept lower price supports. The Government 
wants to pit the American farmer's checkbook and his equity 
against the joint treasuries of the Common Market to overcome 
their lack of a viable domestic farm program. 

The problem of agriculture, supposedly, is overproduction but I 
sincerely question that. I think if we had continued in the 1980 
program when Congress decided that in order to protect the Nation 
from unreliable suppliers of oil, that we had gone for 10 percent of 
our ethanol in our Nation's gas supply by 1990. In other words, we 
should be producing 10 billion gallons of alcohol, requiring approxi- 
mately 4 billion bushels of corn, by 1990. We would not have had a 
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grain surplus, we may have been able to abandon all our deficiency 
programs, our PIK Program included, and we would not be coming 
with a carryout of less than 500,000 bushels of corn, which would 
certainly keep prices high. 

Mr. Harkin. What did you just cite? 

Ms. Beatty. In 1980, they decided we should be at a 10 percent 
ethanol production by 1990. In other words, by 1990 we should be 
producing 10 billion gallons of alcohol, which would take approxi- 
mately 4 billion bushels of corn; the rule of thumb being 1 bushel 
of corn equals 2 V2 gallons of alcohol. 

Had the Nation embarked upon this program, increasing our al- 
cohol production by 10 percent each year, our estimated quantities 
for the 1984-85 crop year would be approximately 2 billion bushels. 
If we use the current USDA estimates of corn production for the 
1984-85 crop year at 8 billion bushels with an average price of 
$2.65, we can come up with less than 500,000 to carry out. 

In fact, one of the major producers, AUisa, a California-based 
company which builds alcohol plants, says that, "We believe that 
until the farm price rises over $3.50 a bushel, alcohol plants can 
remain profitable.*' 

I further suggest that if you had used the USDA numbers for 
corn production and usage for 1980 until the President and the 
Nation that follows the 1980 program for alcohol production, the 
need for the deficiency faction, the entire PIK program and other 
production-reduction measures could have been avoided; provide a 
vehicle for nonagricultural companies to write off its nonfarm 
income against investment credits and livestock facilities. 

A quick change in the tax structure, allowing its deduction only 
for family farm corporations or family units that draw out 80 per- 
cent of their income from agriculture would bring an abrupt halt 
to corporations entering livestock production and gain much 
needed revenue for the Treasury. After all, what corporation wants 
to enter into a proven nonprofitable endeavor such as agriculture 
except for a tax advantage? The basic question, I believe, is wheth- 
er the Nation wants a family farm system or not and the current 
answer is no. We are, in fact, in a major liquidation phase. In fact, 
the people of America in American agriculture are now referred to 
as excessive resources shifting out of agriculture. 

Therefore, I recommend that a provision in the 1985 farm bill be 
directed at these excessive resources shifting out of agriculture in 
the form of a job retraining program for a minimum of 50,000 
farmers with a price tag of approximately $1 billion. If the family 
farm is not compatible with this Nation's economic goals then let 
the Nation say so. This Nation and the world have asked 2.2 mil- 
lion people, American farmers, the only producers of renewable 
wealth in the Nation, to provide 20 percent of the Nation's jobs, 
balance-of-trade deficit with it's exports, provide a retaliatory for- 
eign policy weapon for the State Department, and feed 78 persons 
apiece at subsidized prices, and then have the nerve to tell them 
that they're all poor managers. 

To many of us who have reluctantly left farming it would ease 
their transition into another lifestyle to know that family farming 
is not now acceptable. To our sons and daughters who have hoped 
to take over the farms we can rechannel their lives into more prof- 
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itable ventures. And for those of us in the middle years, I believe 
that our services can be offered to the Third World nations that 
are struggling to produce adequate amounts of food. We farmers 
can respond to the intolerable situation in the same manner that 
our forefathers did. We can emmigrate to a more hospitable nation. 
Surely the innovative American farmer would be welcome some- 
where. 

We have given our all to you, this Nation and world of hungry 
people. We have willingly borne our cross of productivity and if we 
have failed you, to achieve what you desired of farmers, then we 
are sorry. We have truly tried. 

Mr. Harkin. Thank you, Ms. Beatty. 

Mr. Wagenknecht. 

STATEMENT OF TOM C. WAGENKNECHT, EXECUTIVE VICE 
PRESIDENT, DECATUR COUNTY STATE BANK 

Mr. Wagenknecht. Thank you. Congressman Harkin. Tm not 
going to go over the crop losses of the last couple of years. The fig- 
ures are there for all of you to see; youVe seen them; you've gone 
over them several times. But what I'd like to touch base about is 
the people. What's happening to our people out there in the rural 
community? 

We're seeing that our farmers are not being able to meet their 
cash flow need, they're leaving obligations, not only at the bank, 
but at the various businesses, fertilizers, around the community. 
It's not only the farmer out there that is in trouble. The collateral 
margins that we, the bankers, are having to use to work with our 
farmers are deteriorating to the level of unacceptable. As we've 
been taking financial statements over the last year, we've been em- 
barked in a program of doing this since November, trjdng to re- 
evaluate everybody's situation; we've been losing net worth on 
pretty near every statement we've had. 

We've not shown any growth. They've been taking away from us 
in our evaluation of land, our machinery and equipment is de- 
valued, you're putting a lot of this back on the market. I've not had 
one new tractor loan in 2 years in application in my shop. I've had 
one used tractor loan this spring and that's the extent of the msgor 
capital expenditures requested I'm having. 

The rural community has generally looked to the banks and the 
PCA's for its primary source of credit. However, traditionally, 
those of us that have been in this type of lending are seeing this 
collateral margin deteriorating and we're very, very imcomfortable 
with it. I quess we're learning all the new terms, creative financ- 
ing, we're all getting a shot as to how that's to be worked out. 

As primary lenders, there are some things that we are being able 
to do. We're able to work with Farmers Home Administration and 
I'd like to, in a minute, report on what's happened to you with 
Farmers Home Administration over the last couple of months. The 
options aren't very good. There are financial foreclosures out there, 
and I'm only talking about my area that I specifically know about. 
I picked up the paper 2 weeks ago; I counted the auctions within 40 
miles of Leon, lA; and we had 7 machinery liquidations within 40 
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miles of Leon. That type of machinery can't be absorbed in — that 
attrition rate is not a normal attrition rate for agriculture. 

rd like to touch on Farmers Home. Farmers Home has been get- 
ting a pretty heavy beating over the last 3 or 4 months. I think it's 
time that we sit down and work with these people. I think Farmers 
Home Administration's problems that we have in the country are 
not in the country. They stem from Washington, DC. 

Last November when we started processing, or sending our cus- 
tomers to get disaster loans, we ran into a couple of problems. The 
major problem we ran into was very slow processing loans. We 
couldn't get a loan processed. There's two reasons, primarily, for 
this. I think the first one was Farmers Home Administration did 
not understand our problem in the country. The second problem 
was that once they did understand our problem, they did not have 
the manpower to go out and handle these loans. 

If, and I believe that this problem still is in Washington; I don't 
think Washington understands the extent of the problem we have 
in rural southern Iowa. Now, Farmers Home Administration in the 
last 3 weeks — we, as financier, have to give them a pretty good 
record. In our local county we share a county office with Clark 
County; we've had 311 applications placed with that county as of 11 
o'clock yesterday; 117 of these loans have been approved; 42 of 
them have been closed. I don't think there's any financial institu- 
tion anywhere that could get 311 applications dumped on them and 
get them processed any quicker than they have now that they're 
mobilized and working through their paperwork. 

I'll leave their paperwork alone because that's a whole other sub- 
ject. We do have one area with Farmers Home Administration and 
I would like to ask your help in getting some funds for what's 
known as the farm ownership loan, the FO loan. In our county we 
have 81 loan applications that have been trapped in this no-fund- 
ing program. TTiere's equity out there in these farms, in some of 
the farms. We need to spread that. We don't need another short 
term loan, the kind of loans that Ruby's mentioned, the week 
loans, or 6 months, or even 7-year loans. We need to spread this 
gap. 

If we had some money in the farm ownership loans, we could 
keep their cash flows down to the place where they are going to 
work. And like I say, we've got 81 people trapped that have been 
approved but there's no money available for this 

I think all we need to do is look around this room and see that 
no larger crowd than we have; I think people are tired of going to 
meetings. I think they're frustrated by this problem. And I think, 
perhaps, that they're giving up on Washington somewhat. 

I think the one other thing that we need to look at very closely is 
that that problem that is out there on the farm today is only a few 
months away from the main street of every one of our little com- 
munities. We're getting in our profit and loss statements from last 
year, and we're already seeing a real deterioration in the profit 
and loss statements of our businesses. 

We're seeing accounts receivable coming up tremendously over 2 
years ago. So I really feel that that problem, if it isn't addressed 
and addressed immediately, we're going to see it. You're going to 
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be asked through the SBA and other people to find some funds for 
some people out here in rural America. 

I guess there's three suggestions I would like to make. The first 
is I'd like for you people to go back to Washington and tell them 
and convince them of the seriousness of the problem we have out 
here. 

Second, we do need this farm ownership money from Farmers 
Home Administration. 

And third, we do need a very effective long-range agricultural 
program that encompasses not only the agricultural proportions 
but we're talking the grain, the livestock, but we do need to reach 
in some — perhaps some of these interest rates. 

Ruby has expressed the comment about the interest rate. This 
economy is so interrelated. And as Hope had mentioned about the 
man from the Cattlemen's Association — had mentioned e€u*lier, 
that the feed grain portion, the hay production, and the grass don't 
get treated as fairly as does the grain. 

I think that we need to reach out into all these other interrelat- 
ed areas with your farm programs. Take a hard look at them. 

You're reading over the numbers of either foreclosures, loss of 
family farm units, I think that's one term that they're using. I 
think it would be well that you stop and ask yourself what these 
numbers really mean. 

These numbers mean people. They mean jobs, and they mean 
income. We don't need charity in the country but we do need a 
little help. 

Thank you. 

Mr. Harkin. Mr. Raiser. 

STATEMENT OF WILLIAM L. RAISER, CHAIRMAN, KEOKUK 
COUNTY SOIL CONSERVATION DISTRICT COMMISSIONERS 

Mr. Raiser. When I was first asked to speak this morning I 
thought I was a little out of place because we have small sheep 
raising operation, but my primary income comes as a professor of 
computer science. 

I guess looking at the figures and thinking about it a little more 
I'm kind of the average farmer today. The only way you can afford 
to be a farmer is if you have a full-time income somewhere else. 

Specifically, I want to speak this morning about soil conserva- 
tion. So I am here as chairman of the Keokuk County soil consei^ 
vation district commissioners. And once again it's only people like 
me who can afford to do an5i;hing about soil conservation. 

In southern Iowa right now people are in financial situations 
where they simply do not have any offers to put in conservation 
measures. 

Conservation is a long-term concern and right now the short- 
term survival needs far out-weigh any currently long-term kind of 
commitment people are able to make. 

So if we're going to do an5i;hing effectively in the area of soil 
conservation, we're going to need to have more dollars, more 
grants, the kinds of dollars out there to put practices on the land. 

There's just no way the people are going to come up with the dol- 
lars out of their own pockets to do that kind of thing even though 
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they know and are committed to doing it, they know they need to 
do it — committed to it, they just simply can't at least for the next 
few years unless something turns around. 

Also, in terms of development of farm programs, often I think 
the conservation aspect of those programs are overlooked or kind of 
misallocated, I heard on the radio the other day, they were sa3dng 
that the PIK program helped soil conservation. 

I would disagree with that, I think in many ways it was a disas- 
ter for soil conservation, obviously, there was less erosion on those 
acres last year but the people who got to put acres in there were 
rewarded for farming fence row to fence row the year before. And 
that was not good for soil conservation. 

As long as we continue to reward people for putting land into 
row crop production that shouldn't be there, we're not going to 
have soil conservation. 

Also, we need to, particularly in our area with the rolling hills 
we can't just simply ship people out corn, all too often they ship 
the beans and that's disaster for soil conservation. 

So some way we've got to enable people to be able to move that 
land into forage crops as we mentioned earlier where it can be 
more productive and where certainly it's much better in terms of 
conservation issues. 

I think that perhaps part of what we need to do is a little name 
changing. I get concerned when we talk about conservation pro- 
grams, basically in my mind that's simply puts off the inevitable. 

Our vision, then, says that we're going to lose top soil, we're 
going to lose productivity, it's just a question of how fast we lose it. 
And I think it would be nice to slow down with that process. 

I wish we had a Soil Development Service instead of a Soil Con- 
servation Service. I wish we had agricultural development and sta- 
bilization rather than conservation. 

I think that it is quite reasonable to think in terms of long-term 
development of the soil so that my grandchildren have better farm- 
land to work with than I have at the present. And there is no 
reason why we can't develop programs which will not simply con- 
serve or slow down, the degradation of the soil, but will in fact, 
contribute to the development and the increase, the long-term in- 
crease in that productivity. 

Now, if we're going to do those kinds of things it seems to me 
that the agricultural programs, first of all, needs to have a long- 
term perspective when we're talking in terms of soil development. 
That's not a short-term process. 

Unfortunately, as the Government gets involved in agricultural 
programs, the tendency is for there to be wild swings in the focus 
of those programs. 

There's no way, then, that a farmer can take a long-term view 
and plant rationally or realistically when he must take into ac- 
count the Government which does not plan the long term and ap- 
pears not to plan rationally. It simply swings from one program to 
another. 

So, I think there must be a long-term perspective. There must be 
some stability in that long-term perspective so people can plan. 
And, in addition, I think the programs must be relatively simple. 
People must be able to understand those programs, be able to see 
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how they're going to impact their farming practices and be able to 
plan with them. 

All too often, the farm programs seem to me to be because it 
takes lots of them to administer the program. 

So I guess that would basically be my point that conservation de- 
velopment, long-term simple programs with a long-term perspec- 
tive. 

Mr. Harkin. Thank you very much. 

And I ask Mr. Hill, Ron Hill, of the Decatur County Cattlemen's 
Association. 

STATEMENT OF RONALD M. HILL, FARMER, LEON, lA 

Mr. Hill. Yes, Fm basically representing the Decatur County 
Cattlemen's Association. 

I am a farmer in Decatur County. My wife and I operate an 1,100 
acre operation in which we produce beef cattle, com, soybeans, 
wheat, and hogs. 

I think as a whole American farmers are proud of their produc- 
tion. We have been not very well rewarded lately for what we can 
produce. 

While this 1985 farm bill is in the planning, I would like to ask 
our policjrmakers to keep some things in mind. If the American 
people want to continue to spend a small percent, which was earli- 
er, I believe, quoted as 17 percent, of their income for food, and if 
the Government wants to continue to use farm products in an at- 
tempt to balance our trade deficits, which I think is essential, then 
the burdens of these policies must be shared by everyone in the 
country, not just those directly involved with production, which at 
present is below 3 percent of our population. 

Recently in early February, our association held a meeting at my 
home in which Walter Mondale's son came and his campaign com- 
mittee to talk to us about some of these problems. 

They tell us we need to increase exports. Then, they tell us we 
must produce these exports cheaper. Well, I agree. We probably 
need the exports. But if we must continually produce below the 
cost of production, then I feel we've been sold down the river. 

For the 1985 farm bill, I would like to see several things consid- 
ered. Most of these have been previously mentioned. 

I think every segment of agriculture should be included in this 
bill whether it be pork, wheat, beef, whole grains. I would like to 
see included in this the hay and pasture land that Mr. Harris 
talked about. 

We need basis established on these if we as livestock people are 
going to compete with everyone else. This is one of the problems. 
We have all been put in competition, one group against another. 
The pork against the beef. We do not need that. We need the coop- 
eration, but we need a farm program that will give us some coop- 
eration. 

We definitely are going to need some restrictions on imports, in 
my opinion. The pork that is being imported has been discussed. 
We have the same problems, I don't have the numbers, but we 
have tremendous problems with the imports of beef. Not only the 
beef that we know about as imports, but the beef that comes across 
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the Mexican border on hoof. The beef that comes from Canada on 
hoof but are not included in these import figures. 

Another thing we should need in this program is a Federal crop 
insurance that is realistic. One that's practical, that is adequate, 
that we can afford. We would gladly pay for Federal crop insur- 
ance, if it is something worth bujdng. 

I have personally never carried Federal crop insurance because it 
has been a very poor bargain for me. 

If we are going to lose all of our disaster programs from farm 
programs, then Federal crop will be a must. But it has definitely 
got to be a different program than we are offered today. 

In summing up, I would ask that our elected and appointed offi- 
cials keep these points in mind while adopting our new program. If 
not, I feel the USDA budget will definitely need to be increased be- 
cause I believe we will all be unemployed and on food stamps. 

Thank you. 

Mr. Harkin. Thank you very much, Mr. Hill. 

And I want to thank all of you. As I said earlier, taking the time 
in coming a long distance. 

Each one of you made some good points. And said things perhaps 
in some different ways than I have heard before. 

But I picked up some good ideas about bringing the farm bill 
that perhaps giving a window of time, and sa3dng that all Federal 
lending agencies have to let farmers know by a certain date wheth- 
er they'll be approved, the whole thing about production of ethanol, 
the drop in collateral margins have dropped to disastrous levels, 
the fact that you haven't had one application for a new tractor 
loan in 2 years, the whole prospect of using the Farm Ownership 
Loan Program in a different way that we've talked about that our- 
selves, of shifting it over to the farm ownership to stretch these 
things out over a 30 or 40 year period of time. 

Will, what you said about the PIK Program, that I think it does 
send some wrong signals. That if you go out and plant fence row to 
fence row, then you're going to get the most out of any set-aside 
that ever comes along in the future, and that sends the wrong 
signal. And Ron, what you said about changes in the Federal Crop 
Insurance Program definitely has to be done in the new farm bill. 

So thank you all very much. I don't really have any questions. 
I'll just ask Mr. Penny if he has any comments or questions. 

Mr. Penny. I just wanted to add one comment about the imports 
on red meat. 

Our subcommittee is monitoring that situation on a regular 
basis. And in particular, we were troubled last summer when we 
heard that many nations were sending meat to the United States 
that didn't come up to our standards. 

So we called a hearing and — coincidentally, on the day of the 
hearing the USDA said they were putting 25 countries on notice 
that as of January 1 they wouldn't import any more unless they 
brought the meat up to standards. 

So I think we did prompt a little action to shut things down a 
bit. And I'm told that several of those nations in fact were cut off 
after January 1, because they did not, at that point, meet those 
standards. 
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But we do understand the situation, particularly in cases were 
the meat that's coming in isn't even up to our standards. We 
should be far more stringent than we had been in the past, and I 
think we've prompted the USDA to get a little more stringent. 

You should be interested to know, Mr. Rcdser, that there's a lot 
of activity on conservation going on on the Hill right now. 

There's the sod buster bUl, which would stop farmers from put- 
ting new land into production unless they have conservation efforts 
in place. They wouldn't get assistance through the Farmers Home 
Loan Program or the price support programs unless that new acre- 
age is put under conservation efforts as well. 

And we're also interested in Secretary Block's proposal that a set 
aside of 10 percent of the acres would be established. There would 
be a cost share arrangement for seeding of those acres if you leave 
them set-aside for 5 years and for planting trees on those acres, if 
you set them aside for 10 years. 

Long overdue, I'm glad that the Secretary has come up with that 
proposal. But he could have done it 3 years ago. But those are the 
kinds of things that are happening in Washington. 

Now, in response to the need for better compliance, and there'll 
probably be some discussion of broadening the cross compliance 
during the discussion of the 1985 farm bill, it's a bit more contro- 
versial than the Sod Buster legislation. 

But I think many of us are becoming worried, deeply worried, 
about the productivity of our soil. If we don't take more aggressive 
measures to encourage participation in these conservation pro- 
grams, we're just not going to have good farmland to pass along to 
the next generation. 

Thank you. 

Ms. Smith. May I ask one question? 

Mr. Harkin. Excuse me, let me just ask you one. From the hear- 
ing yesterday, we talked about the 1985 farm bill that they said — 
well, in fact, I may ask some other people sitting in the audience. 
What do you think about mandatory programs? Let me just put it 
this way, do you think that we ought to at least permit farmers to 
vote on whether or not they want a mandatory program? 

Ms. Smith. I think they should. 

Mr. Harkin. Congress is not about to pass a mandatory program. 
But what we might do is, we could pass enabling legislation that 
will permit farmers to come into the ASCS and vote as to whether 
or not they want the program that is proposed to be mandatory or 
voluntary. 

Ms. Smith. That would be a good idea. 

Mr. Harkin. I just want to know what you think about that? 
And I'll ask other people too. 

Ms. Smith. The question that I would like to address is, is the 
Government at all worried or are they at all concerned about all 
the foreign aspects that are surfacing in farming and the corporate 
farming. 

These people seem to be coming out of the woodwork toward us. 
They'll take over your whole debt, this foreign money will — or cor- 
porations take over your whole debt, will give you your assets back 
in land and trust features. 
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Mr. Harkin. There's some monitoring of that going on. I don't 
know all the aspects myself. 

Mr. Penny. In Minnesota we have legislation that restricts cor- 
porate and alien ownership of our farmland. 

Ms. Smith. These things have all been through trusts though and 
it's all done with the front, so you don't really know how much of 
that's going on. I think it's far more than what anyone has brought 
forth so far. 

Mr. Penny. It has kept to a minimum the amount of corporate 
and alien activity in ownership of land in Minnesota. In some 
States, better then 30 percent of the acreage is owned by either cor- 
porate entities or foreigners. And that's not true in Minnesota be- 
cause of that legislation, and you do have similar legislation here 
in Iowa, as I understand it. 

But what we can do in this farm program to discourage that kind 
of activity is, I think, put in a family farm emphasis. Put a family 
farm emphasis in each provision of our legislation that makes it 
unattractive for the biggest farms to get even bigger and for corpo- 
rations and others to come into farming in a speculative way. 

And again, we can share our concerns as Agriculture Committee 
members with the Ways and Means Committee members that 
write tax policy and make it clear to them that we want a family 
farm emphasis in our tax policy as well. 

Some of the suggestions that have been made by this panel and 
previous speakers have been right on the mark in that regard. 

Ms. Smith. But there's been so much pressure put on by these 
lending agencies we're beginning to wonder if it isn't a move to put 
the farms production into corporations or to 

Ms. Beatty. I have only one comment to the subcommittee on 
the pork spread. 

Mr. Harkin. Yes. 

Ms. Beatty. We find that is now widened itself back out to where 
we were prior. We've got a dramatic change— we had a $10 rise in 
December in pork prices and we had an $8 decline since the— but 
we have— we're right back to where we were. 

Mr. Harkin. I've been tracking the last couple of months for the 
retail-wholesale price spread on pork. 

Ms. Beatty. I don't Imow what the wholesale is but I can tell you 
at the farm level it's considered wholesale. We're right back where 
we were. 

Mr. Harkin. Well, we have to take another look at that. Thank 
you very much. 

Next, I have three more panels that I'm going to call up. It's 
11:30 we're trying to get through here by maybe noon or shortly 
thereafter. 

Next I'd like to call Earl Baudler of Fontanelle, representing the 
Iowa State Dairy Association and Associated Milk Producers, Inc. 

And after that I'm going to call as a panel a Ken White from 
Woodburn, and Jerry Mills representing the Iowa Farmers Union, 
Ross Mintle representing the Iowa State Grange and Ed Augustine 
who is representing the Iowa Farm Bureau. 

I will call you next as a panel, so you might be prepared. And 
then I have a couple more people after that. 

Mr. Baudler. Thank you very much. 
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Mr. Harkin. Well, Mr. Baudler, welcome again to the Subcom- 
mittee on Livestock, Dairy, and Poultry. 

As I said to Mr. Gingerich, FU say the same to you, you're no 
stranger to this subcommittee. You've appeared before. You always 
give an excellent testimony on problems facing our dairy produc- 
ers, and we welcome you again to the subcommittee. If you have a 
statement prepared, we'll insert it and put it on the record. And 
then we'll just go ahead proceed as you want to. 

Mr. Baudler. Well, Tom, when I get up there, I get so excited 
that I just better read it and then you'll have it all. But I have a 
few notes in the back. 

Mr. Harkin. All right, that's fine. Go ahead. 

STATEMENT OF EARL J. BAUDLER, PRESIDENT, IOWA STATE 
DAIRY ASSOCIATION, CORPORATE AND REGIONAL DIRECTOR, 
ASSOCIATED MILK PRODUCERS, INC. 

Mr. Baudler. Thank you very much. Thank you, Mr. Penny, for 
being here. We appreciate you coming down from Minnesota. I 
think the problems are basically the same all the way across here. 

My name is Earl Baudler. I have a dairy farm near Fontanelle. 
We have a family operation, and we milk about 60 or 70 cows most 
of the time, and farm 560 acres, raising all of our feed for our dairy 
herd. 

I serve as president of the Iowa State Dairy Association and as a 
corporate director for Associated Milk Producers, which has about 
33,000 member families in 20 States. And we produce about 12 per- 
cent of the milk in the Nation, on about 26,000 dairy farms. 

Dairy farmers are very concerned about the outlook for the gen- 
eral farm economy. We realize that our economic well-being is 
linked directly and substantially to the conditions of producers of 
other commodities. Stability in the dairy section is impossible 
unless the rest of agriculture is healthy. 

This is why we are critically concerned about the future of U.S. 
food and agricultural policy. There are many trouble signs in the 
current economic situation, and corrective measures must be taken 
soon if we're going to continue as the world's leading food and fiber 
producer. Discussion of the 1985 farm bill provides an excellent 
place to focus this dialog. 

U.S. farm families today face very real and severe economic pres- 
sures. Foreclosures and bankruptcies are occurring with increasing 
frequency. Farm returns have been unsatisfactory for several years 
in a row, and the prospects for improvement in the immediate 
future are bleak. Even farm exports, once heralded as agriculture's 
ray of hope, are turning downward. 

The traditional farm problem is our propensity to produce more 
of all farm commodities than can be sold at a profit. Through most 
of the years from World War II until 1970's, public programs kept 
around 65 million acres of farm land set-aside, insulated to varying 
degrees from commercial competition to improve commodity prices. 

But starting in the mid-1970's, public policy called for fence-row 
to fence-row planting. Boundless foreign markets seemed to hold 
the answer to the traditional farm problem. The 65 million idled 
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acres came off the shelf. An additional 60 million acres or so of 
grassland was plowed up and planted to food and feed grains. 

Unfortunately, this seemingly unlimited world market turned 
out to be a temporary irregular occurrence. When export demand 
for food and feed grain, soybeans and cotton fell, accompanied by 
the high energy and interest cost — among other cost increases — the 
problem suddenly became how to keep our high capital, high cash 
flow commercial agriculture solvent through the interim prior 
while waiting for world markets to reappear. 

With only few and very brief exceptions, every agricultural com- 
modity came under desperate circumstances, becoming visible 
about 1979. Alternative enterprises to which temporarily distressed 
producers could shift in hope of realizinjg returns above costs disap- 
peared. To make matters worse, recession in the general economy 
denied off-farm employment opportunities to those considering join- 
ing the urban work force. 

Contrary to its firmly stated free market philosophy and in rec- 
ognition of the desperate financial circumstances through rural 
America, the administration decided to implement supply manage- 
ment. It announced the Payment-In-Kind Program for producers of 
wheat, corn and other feed grains, rice and cotton, the most expen- 
sive land set-aside program in history. 

Obviously, the decision was tacit admission that our market 
prices could not satisfactorily correct the situation for PIK com- 
modities. Farmers and agribusinessmen were already on the ropes, 
and the alternative to PIK was to watch commodity prices go still 
lower to eliminate producers and clear the market of surplus. 

Such an approach might have quickly eliminated large numbers 
of producers, but price seldom idles land, since other producers 
struggling for survival on unsatisfactory margins acquire the pro- 
ductive resources and continue the market price pressures. Thus 
the relentless squeeze persists for years at high social costs. 

The dairy sector could not go on unaffected by the general chaos 
troubling the rest of agriculture. Dismal returns in farm alterna- 
tives encouraged the shifting of capital and other farm resources to 
dairying, leading to unacceptable milk surpluses. It is clear that 
the dairy sector is never likely to return to the relative stability it 
had achieved up to 1979, until health is restored to the rest of the 
agricultural community. 

Now, what type of direction should we establish to solve these 
problems? The first point Td like to emphasize is the necessity of 
constructive government involvement in modern agriculture. The 
question is not if but when and how. Farmers' and consumers' in- 
terest make responsible government involvement a reality in our 
complex economy and world markets. Consumers, when tight sup- 
plies result in price increases; and the Farmers, when farm lenders 
and rural communities hurt. 

U.S. agriculture's basic problem can be simply defined: Farmers 
are overproducing for domestic market demand. We have too much 
of all commodities. The solution is either sell more, at a profit, or 
produce less. 

Unfortunately, the prospects of enough export or domestic 
market expansion to solve the problem are dim. After 13 years of 
consecutive increases, farm export sales are expected to move 
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downward for the second year in a row largely because of the 
steady increase in the value of the U.S. dollar against the world 
currencies, the equivalent of a price increase to our export custom- 
ers. 

That leaves the production side to address. AMPI members be- 
lieve deeplv that effective supply management approaches are es- 
sential to the recovery of the farm economy. While we do not feel it 
is proper for us to prescribe specific stabilization measures for 
other commodities, we are virtually concerned that future public 
policy equitably tailor total agricultural output to more evenly 
matched market demands. 

After the PIK Program the widespread drought helped moderate 
crop surpluses in 1983. Agriculture seems poised for disastrous 
fence row to fence row planting and record, or near record, planted 
acres and yields in both 1984 and 1985. 

Crop farmers, once again, lack adequate incentives to reduce pro- 
duction, a situation that aggravates milk surpluses. 

To be effective, supply management programs must be taken se- 
riously. Total agricultural output must be addressed. It makes no 
sense to restrict production on one commodity if production on 
other commodities are increased. 

This should involve better coordination between all commodities 
in the administration of supply management measures. 

The milk price support price program operated satisfactorily 
from 1949 though 1980 with Government costs at reasonable levels. 
Consumers were assured dependable surpluses of dairy products at 
prices consistently below the consumer price index. 

We believe that once stability returns to the rest of agriculture, 
the dairy provisions of the 1949 act can be operated without much 
change. But until then, supply management measures are neces- 
sary. 

The new milk diversion program provides a meaningful test of 
the supply management approach in the dairy sector. A total of 
37,530 dairy farmers contracted to reduce milk marketings by 
about 9.3 billion pounds which could lead to the largest single re- 
duction in recent history. 

. While there are still many important factors we don't know 
about the supply and demand picture, we're hopeful that the diver- 
sion program can bring milk production back into balance with 
consumption next year. 

And I might add that the cost of this program to reduce milk 
will be 95 percent paid for by the producers who have put in 50 
cents of their assessments off their milk check. 

It should emphasize that the diversion program represents a 
much weaker supply management response than we and much of 
the dairy industry originally advocated. The resulting compromise 
legislation was so diluted that it received support of most producer 
groups only after intense scrutiny and the conclusion that it was 
the least objectionable of programs under consideration. 

The AMPI membership is now close to completing another year's 
policy resolution process that will culminate at our annual meeting 
in Minneapolis later on this month. 

Dairy provisions for the 1985 farm bill rank high on the agenda. 
All signs point to continuation of a position pursuing the stitmgert 
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supply management program that can gain dairy farmer consen- 
sus. 

The unpopular $1 per hundredweight assessment program 
proved that price is not an effective response. Over $400 million 
was collected from dairy farmers with no resulting moderation in 
milk production. 

On the other hand, the sign up in the milk diversion program 
demonstrated that many dairy farm families view individual incen- 
tives to reduce production as an effective way to maintain net 
income by achieving significant savings in cash expenses. 

We believe that producer participation would have been very sig- 
nificantly higher if there had been adequate time for producers to 
evaluate their opportunity after all the rules were clarified. 

In closing Td like to emphasize the importance of agriculture 
closing ranks and working toward the most unified position possi- 
ble. And I was very glad to hear that a couple of the speakers here 
today said we must close ranks and work together. That is very 
necessary. 

The experience of the 1981 farm bill provides a vivid reminder of 
the consequences of a splintered agricultural community, and such 
division must be minimized in constructing the 1985 farm bill. 

Toward better coordination between all producer segments of ag- 
riculture in policy probably solving, AMPI has actively participated 
in the formation of a National Agricultural Forum. 

The Agricultural Forum, initiated in Texas 2 years ago and 
greatly aided by the strong bipartisn support from the House Ag 
Committee, has grown rapidly into a national forum with at least 
35 State forums, debating and promoting understanding issues 
throughout agriculture and agribusiness. Whether it can result in 
effective consensus among farm groups remains to be seen, but it's 
one effort. 

AMPI views this type of coordination and cooperation between 
commodities absolutely essential to the development of sound farm 
policy for the future. 

We look forward to opportunities where the various segments of 
agriculture can exchange viewpoints in an atmosphere of mutual 
respect and concern, an essential step to identifying and building 
consensus support for the programs guiding agriculture's recovery 
in the 1985 farm bill and beyond. 

While it might seem to be a difficult objective to achieve, there is 
critical need to define a desirable structure for our food system. 
There is an old saying, "If you don't know where you're going, 
you're liable to end up somewhere else." 

Agriculture is fast moving toward a highly concentrated struc- 
ture made up of superfarms that seems to be displacing our family 
farm system. 

If that restructuring is not in the public interest, it should be so 
determined and farm programs accelerating that trend avoided. I 
believe the public interest will be best served through continuing 
our system of family farms. 

The superfarm structure involves elimination of more than 1 
million farms, with no assurance that the new system can meet 
public need. Production restraint programs are essential to sustain- 
ing these family farms. 
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And I would like to thank you for letting me be here. I appreci- 
ate the time, and I have a couple statistics here if you have time 
Fd like to give them to you, Tom. 

The first 7 weeks of this year through the first 2 weeks of Febru- 
ary, USDA estimates there was 600,000 dairy cows sold for slaugh- 
ter. 

For those of you who checked the price of beef, the market has 
gone up since the first of the year. And if we were going to sell 
those million dairy cows to reduce that milk production, 600,000 of 
those had been sold with no adverse affect on the price. 

So hopefully we'll get our production in line and won't affect the 
other commodities and everything will work out and we'll still 
have enough milk left over at the end of the year. 

Mr. Harkin. 1 hope so. 

Thank you very much. Earl. 

Congressman Penny. 

Mr. Penny. No, 1 don't have any questions. 

1 appreciate your testimony. 

Mr. Harkin. Yes, 1 also appreciate it and 1 just want to thank 
you and the dairy farmers that you represent for working with us 
closely and trying to fashion a legislation that is fair to all. And 
you said what I've said for a long time is that the dairy farmers 
are sort of on the end of the whip. 

If grain prices are low and if cattle prices are low, production of 
milk is going to go up. You keep our grain prices at a stable high 
level, keep our cattle prices up there, you won't have a surplus of 
dairy products, you just won't have them. 

That's what got us in trouble in the first place. 

Mr. Baudler. We think we're well in line. One of the gentlemen 
said a little while ago that we should raise USDA budget and I 
shuddered. Because some of the reports of USDA comes out with 
we find very distressing and question whether they're trying to 
help us or just putting the facts out so the media can establish a 
bad view of what's going on really. 

Mr. Harkin. Right. 

Earl, thank you again very much. 

Mr. Baudler. Thank you. 

Mr. Harkin. Next I'd like to call Ed Augustine of Washington, 
lA. 

Welcome to the subcommittee. 

STATEMENT OF ED AUGUSTINE, MEMBER, BOARD OF 
DIRECTORS, IOWA FARM BUREAU FEDERATION 

Mr. Augustine. Good morning, Congressman. 

I am Ed Augustine and I farm near Washington, lA, in Washing- 
ton County. 1 am also a member of the Iowa Farm Bureau board of 
directors, and I appreciate this opportunity to make some com- 
ments relative to the adoption of a 1985 farm program 

If there is one thing on which most farmers agree, it would be 
the need for more profit in agriculture. Profit pays our bills, pro- 
vides the necessities of life and sends our children to college and 
hopefully provides the standard of living comparable to the capital, 
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management skill, and labor that we put into our farming oper- 
ation. 

For the most part profits have not been sufficient to allow farm- 
ers to do these things and in some cases there's not been any 
profit, only losses. Although the right kind of 1985 farm bill could 
help restore profitability to agriculture, there is nothing in the 50- 
year history of farm programs that would indicate farm programs 
alone can do the job. 

We've had 18 different farm programs and 57 minor changes in 
those programs in a 50 year period. Some programs have helped, 
some have probably worked against us, but none have been a total 
answer or solution to the situation. 

Another fact about farm programs that history should have 
taught us is that all commodities and their price support programs 
are interrelated and that changes in one program should be made 
only after careful consideration of the impact on all other commod- 
ities. 

Livestock producers particularly have been frustrated in the past 
by extremes in programs dealing with crops. Livestock producers 
have certainly suffered in recent years when unrealistic loan and 
target prices on crops have helped stimulate production for the re- 
serve program. 

The result was the inevitable buildup of stocks in reserves that 
required a drastic adjustment in the form of Payment-In-Kind. 

We solve nothing in agriculture by producing for an artificial 
market as was offered by the reserve program 

Another thing that we must remember in devising a farm pro- 
gram is that farmers do not operate in an economic vacuum. We 
are part of the world market whether we like it or not. And when 
1 acre of every 3 produces for the export market, there is no way 
that agriculture can walk away from that world market. 

Even attempts to adjust production must be made with the world 
situation in mind. Farmers have seen nearly every attempt to cut 
back acreage in this country met with expanded production in 
other parts of the world. 

The challenge then for Congress is to devise a farm program that 
will be compatible with our market system. It must not pit one 
commodity against the other. And it must allow us to compete in 
the world market. It must do all this and allow us to make a profit. 

We must remember that somewhere between one-half and two- 
thirds of all farm production takes place without farm programs 
being involved. We must learn from those programs that have been 
successful such as soybeans and cotton. 

And finally, we must devise a program that is economically 
sound and politically possible. And Congressman, you understand 
that that job will not be easy. 

I thank you for your time here this morning, sir. 

Mr. Harkin. Thank you very much. 

If you'll stay there, Til call on Mr. Mintle, representing the Iowa 
State Grange. 

Mr. Mintle, welcome to the subcommittee, please, proceed. 
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STATEMENT OF ROSS MINTLE, CHAIRMAN, LEGISLATIVE 
COMMITTEE, IOWA STATE GRANGE 

Mr. MiNTLE. Thank you, Congressman Harkin. 

My wife and I live on a 160 acre farm in Poweshiek County. We 
started farming in 1938. We are now retired and one of our sons 
farms the land. We still have half interest in the cattle. 

We of the Iowa State Grange appreciate this opportunity to 
present our views on what future farm policy would most benefit 
our Nations family farm operators and community welfare. 

For many years Government farm programs have ignored the 
welfare of livestock producers and many times they increased the 
cost of feed consumed by livestock to the benefit of those farmers 
who have abandoned the rotational concept of caring for our pre- 
cious resource, the soil. 

We believe that future base acre set-aside allotments should give 
credit to those livestock farmers who have legumes and grasses in- 
cluded in their grain production rotation, rather than penalize 
them in base acre allotments. We also believe that the rules for 
future set-aside programs should be closely scrutinized and moni- 
tored to prevent participants from circumventing the intent of that 
legislation. 

In the past, there have been set-aside payments on land that has 
a history of being underwater oftentimes during the crop year. 
Also highly erodible land has received the same consideration as 
goodland. History of production over a period of years should be 
taken into account in the law of the farm bill and adjustments 
made accordingly. 

The commodity loan should not be so high that that commodity 
is tied up for several years causing increased storage costs, lower 
quality of products and forcing our Government into a losing, give 
away situation while we lose on foreign markets. 

A rotating minimum reserve of feed grains would be advisable in 
case it was needed here at home or to help famine stricken or 
Third World countries as the need arises. 

We do not believe that an investor owned or corporate owned or 
operated livestock and grain operations should be given the same 
consideration as family farmowners and operators. 

These nonfarm investors can use the farm operation as a tax 
shelter against profits in other enterprises, which places the family 
farmer in a competitive loss situation while surpluses accumulate 
and we turn to our Government for help. 

The small family farmer has no other income to shelter from 
taxes. Upper limits of price protection and Government payments 
should be a part of a future farm program. We think $50,000, up to 
that limit, is a reasonable figure. 

Finally, future farm programs should be on a 5-year basis, an- 
nounced 6-months in advance of planting time. Short-term farm 
programs are hard to administer and result in too many uncertain- 
ties for crop and livestock production. 

Mr. Harkin. I call on Dan Levitas of Rural America. 
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STATEMENT OF DANIEL LEVITAS, RESEARCH CONSULTANT, 
RURAL AMERICA 

Mr. Levitas. Thank you, Tom and Congressman Penny, and 
thank all of you farmers and other interested community people 
for coming out today. I come here representing Rural America as 
well as making some remarks on behalf of the Iowa Farm Unity 
Coalition. 

The crisis in American agriculture today is no longer simply a 
farm crisis but it has grown and developed into something of such 
monumental proportions that I have some serious doubts as to 
whether our efforts here today, or your efforts. Congressman 
Harkin and Congressman Penny, and the efforts of your colleagues 
can do enough to mitigate the disastrous situation that faces us all. 
Still, I have hopes or I guess I wouldn't be here today testifying 
before this subcommittee. 

My name is Daniel Levitas, and I'm employed as a research con- 
sultant with the Midwest Regional Office of Rural America, based 
in Des Moines. 

Since its inception in 1975 and its earlier roots back in 1969, 
Rural America has demonstrated time and again its firm commit- 
ment to improving the lives of all rural Americans — not through 
simply an increase in the traditional social welfare programs which 
are usually Government's first response to a demanding electorate 
but through demanding fundamental change in society necessary 
to bring about true social and economic justice. 

And that, I believe, is what the other panelists who have come 
here today have mentioned the need for — true economic justice. 

Before directly addressing the question of the 1985 farm bill, let 
me first profile, briefly, the situation in agriculture, particularly 
Iowa's farm economy as we see it today. And please bear with me. 
We've heard, certainly, enough horror stories this morning but I 
would like just to inform you of kind of the basis of our experiences 
and why I'm bringing this information forward. 

The drought of 1983 is by no means our major concern. What is 
of more importance is the fact that the drought came on top of 3 
years of disastrously low prices, high interest rates, and inflated 
production costs. The bubble of inflation had burst long before the 
drought had hit, and the ride down for many has not been easy. 
For the majority who still stand to slide further— I testify to that — 
that they may take even a harder fall than those who came before. 

The parity index for corn, the best yardstick we have for measur- 
ing farmer's purchasing power, remained at an all-time low in De- 
cember 1983, 60 percent. Just 2 years earlier in December 1981, the 
same index stood at 56 percent, the lowest level since the Great De- 
pression. 

Figures compiled from the Farmers Home Administration for 
Iowa indicate that the farm crisis in Iowa worsened in 1983. During 
that year an average of 27 FmHA borrowers a month were forced 
out of farming. This is an extaordinary increause over the prior 15- 
month period when an average of 15 FmHA borrowers a month 
were forced out of farming in the State. 
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Let me depart here for a moment from my prepared testimony to 
give you some other up-to-date figures that were given to me from 
the State's Farmers Home Administration office just the other day. 

On the Disaster Loan Program as of February 29, there were 
3,527 applications received. As of March 2 they had only approved 
1,183— that's a 33-percent approval rate. The remaining 63 percent 
of the farmers not necessarily have been rejected, but they simply 
have not heard a word from Farmers Home Administration. Some 
of them have had applications in for more than 4 months. 

As of January 31, 1984, we're talking about a 37-percent delin- 
quency rate on Farmers Home Administration loans in Iowa. 

And I want to make a comment on the farm ownership loan 
question that was mentioned so well by the panel earlier. Tlie 
Farm Ownership Funds for Farmers Home Administration ran out. 
So, their first and second quarter for Iowa — their allocation. 
They've got a waiting list for the first and second quarters. 

Two-thirds of the money that Farmer's Home used in the Farm 
Ownership Program for the first and second quarters, went to refi- 
nance old debts. They're not putting young or beginning farmers 
out there. They're using that farm ownership money to refinance 
old debts and the waiting list for the third and fourth quarters is 
going to — I mean they're not even going to get through it before 
they use up that money — before they use that money up. More 
farm ownership money is needed, and more farm ownership money 
in the Limited Resource Loan Program, in particular, is needed. 

There are additional statistics that are enclosed within this press 
release that I've entered into testimony. 

Figures released by the Federal Intermediate Credit Bank in 
Omaha indicate that the pjercentage of unacceptable loans within 
the Iowa PCA Association is still hovering around 33 percent. The 
bankers here on the panel mentioned their large volume of unac- 
ceptable loans in the banks. The Farm Credit System is no differ- 
ent. 

The PCA's have become the focus of increausing member disaffec- 
tion and hostility and rightfully so. The Farm Credit System 
which, although, founded out of the Depression-era tragedies of 
rural America in the 1900's and again in the 1930's, has drifted so 
far astray from its mission and purpose, which is to improve the 
income and well-being of the American farmer and rancher, that it 
is shocking. 

It is for that reason and others that we have called upon your- 
selves and other Members of Congress to initiate an immediate in- 
vestigation into the policies and practices of the Farm Credit Ad- 
ministration. We hope that you will take that request under your 
strictest consideration. 

In the past 48 hours, immediately prior to attending this hear- 
ing, I have spoken to a number of farm families who are faced with 
immediate problems of survival. 

A family in their 60's who, after having lived on the family farm 
for 34 years in Adair County, Iowa, were just recently evicted on 
Thursday under the guidance of Federal Marshals. Their crime? 
The failure to meet their costs of production and make timely pay- 
ments to the Union State Bank of Greenfield. 
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A young Illinois farmer who has put in a request for deferral and 
rescheduling to the Farmers Home Administration and received a 
lengthy and complicated reply. I encouraged him to pursue his re- 
quest. However, despite recent court rulings, in his favor, it seems 
that the Farmers Home Administration will not negotiate in good 
faith. 

And then an older farm couple from Central Iowa, who upon con- 
templating bankruptcy, realized that their capital gains tax liabil- 
ities from a liquidation sale would be so great that they would have 
a $50,000 debt hanging over their heads for the rest of their lives. 

These are but a few of the examples of the farm crisis in Iowa 
today. 

And in Black Hawk County, lA in 1983 alone 192 homes were 
foreclosed on as a direct result of unemployment in the farm imple- 
ment production sector. 

That is the farm crisis, home foreclosures. 

We're well beyond any discussion of economic problems. We 
should be addressing these issues in the forum of a social and a 
moral catastrophe. 

However, I probably need to go no further with you gentlemen 
here today. The fact that you are here indicates that you are at 
least aware and sensitive to the problem, and I appreciate your 
open ear and the ear of the subcommittee. 

The question I might ask at this point is where is President 
Reagan and where is Secretary Block? It is they who are presiding 
over yet the latest demise of the American family farm. And it is 
they who should be out here responding to these statements not 
you gentlemen, who are sympathetic. 

We're talking about a system and the entire system is at risk. 
"How badly at risk?'* some ask. Still others claim it's risky for only 
those inefficient producers — those bad managers. Let me share 
with you some brief, although, concrete figures as to our assess- 
ment of how many are at risk. 

In April of last year, 1983, Iowa State Extension Economist, Gene 
Futrell, estimated that 10 to 15 percent of the State's farm oper- 
ations are considered marginal. These 12,000 to 18,000 farmers will 
be in serious financial difficulty this year, unable to repay their 
current liabilities from current revenues. 

"Some of these farmers are financially distressed," he said, "and 
will need to liquidate some assets in order to cover their debts in 
1983." This liquidation may range from the sale of grain or live- 
stock to a foreclosure ordered by a court. About 4,800 farmers, or 4 
percent, would fall into the latter category. 

That was before the drought. I would not hesitate to eausily 
double those estimates and say that 20 to 30 percent of all Mid- 
western family farms are in serious financial difficulty. And seeing 
that that is an average, I would say that here in Southern Iowa 
you might take 50 to 60 percent to balance off the 10 to 20 percent 
figure in the better areas. 

If the current trend continues through 1984 and the early winter 
months of 1985, we could lose 10 percent of all family farm units. 
Again, that is an average. I think that's probably an understate- 
ment given in the previous testimony given today. 
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In Southern Iowa — take Davis County as a good example — with 
nearly 25,000 acres of land flooding the market, many more farms 
could be lost. 

The problem is price. 

Achieving a family-scale, democratically controlled, sound food 
and fiber production system will challenge some fundamental 
power relationships in this society. Quick-fix tinkering that does 
nothing but bleed the U.S. Treasury and create consumer and 
urban backlash — and I think PIK is a prime example of that — 
must be avoided at all costs. 

So now we come to the topic of the 1985 farm bill. What we're 
asking for is a progressive agricultural policy and saying that it 
must consist of the following elements: price policy, market policy, 
international trade policy and social policy — because the farm 
problem is a social problem. 

The price policy must establish both a floor and a ceiling on com- 
modity prices. What is needed is a comprehensive. Federal farm 
program with specific price, production, and conservation goals 
with immediate increases in the loan rate and an eventual gO€d of 
full parity. A 90 percent of parity floor on storable commodities is 
essential to ensure farmers a fair market price and a 110 percent 
ceiling on the relief levels are needed to protect consumers. 

I might say that, contrary to the popular belief that all farm pro- 
grams are bureaucratic bungling or that farm programs don't 
work, the Non Recourse Loan Program has a specific history of 
functioning well to both guarantee farmers a fair price in the 
market without bleeding the U.S. Treasury dry. 

We're not talking about subsidizing farm income through taxpay- 
er dollars. We're talking about subsidizing it through a guaranteed 
mechanism that would force Cargill and the multinational grain 
companies to come into the market and offer farmers a price 
higher than the loan rate. The loan rate has traditionally been a 
safety net but a safety net doesn't do very much good when it's 
laying on the ground. 

The attached Iowa Farm Unity Coalition resolutions detail some 
more of the aspects of this program directly. 

And not to depart too much from my remarks, but I want to 
. throw out some ideas to you. Congressman Harkin and Congress- 
man Penny, that you might take back to Washington. 

We hear a lot of talk that if we guarantee farmers 90 percent of 
parity, it will be the big farmers that take over. And I think that 
the tax policy and the social policy, as part of this program, may 
address part of those concerns. 

Why not create a sliding scale on the interest for the Commodity 
Credit Corporation Program so that farmers who produce a certain 
level of production will be guaranteed a lower interest. Farmers 
who produce a moderate or higher level of production in that loan 
program get a bit higher interest. And those super farms that are 
producing large, excessive amount of grain, are docked heavily on 
their interest costs. 

We're not saying that those big farmers should get a cheaper 
price. Because if we do, then we're still going to flood the market 
with cheap grain, and the corporate feed lots will still benefit. Let's 
restrict the structure of agriculture through other mechanisms by 
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tax policy and the sliding scale on the loan program, but guarantee 
economic returns for rural America. 

By market policy I mean a system of supply management that 
accomplishes the following objectives: avoiding unmanageable com- 
modity surpluses, providing incentives for farmers to farm in an 
ecologically sound manner, supplying the economic base for a more 
democratic structure, and allowing ease of entry into agriculture. 

This system of supply management would sdlocate production 
quotas to farms in proportion to units of labor while a sound price 
policy would guarantee an adequate family income. In times of 
commodity surpluses, all quotas would be cut proportionally except 
those which are already at the minimum level necessary to insure 
adequate family income. 

And I want to make a very important addendum to that. We are 
not talking about quotas for all commodities. A quota system would 
be only applied specifically and the best example I can think would 
be to dairy. And I think dairy would suit itself well to a kind of 
quota system. And I think that dairy farmers would be prepared to 
accept a quota system provided that the base was large enough — 
100 to 150 units — so that the average family farm unit is not penal- 
ized. 

We're talking about restricting and penalizing the feedlot dairies 
in the Southwest, not the family farms. 

International trade policy must be based on negotiation on world 
price floors between major exporting nations and move away from 
the current emphasis on trade wars and confrontation, especially 
the use of food as a weapon. And both Senator George McGovem 
and Senator Gary Hart, who are candidates for President, endorse 
the notion of negotiated price floors. 

Farm policy must have a socisd component. A component that 
recognizes the paramount importance of a large number of diversi- 
fied family farm units over a small number of corporatized, indus- 
trialized farms. Tax policies must be thoroughly reformed to elimi- 
nate all elements that favor large scale capital and allow such cap- 
ital to compete unfairly with the family farm. Again, a point that 
was made so well by the panel from Humastin and Southwest 
Iowa. 

A Federal ban on corporate farming must be enacted immediate- 
ly similar to Nebraska s State law. Initiative 300. A remark was 
made here, earlier, about foreign corporations or foreign individ- 
uals investing in farmland. And I was part pf an Iowa Farmer's 
Union Land Ownership's Study that surveyed the situation here in 
the State. And we found out it that it was not the Japanese, it was 
not the Germans, it was not the Dutch buying up all the farmland. 

It was doctors, and lawyers and wealthy people looking for a tax 
break. And believe me, if we didn't have the Family Farm Protec- 
tion Act here in the State, we would have Iowa Beef Processors, 
and Occidental Petroleum and multibank corporations buying up 
land twice as fast than they already are now through fronts. We 
need strong Federal legislation to restrict corporate activity in agri- 
culture. 

Actions must be taken immediately to halt the loss of black- and 
minority-owned farms and deliberate steps taken to increase the 
proportion of farm units owned by blacks, minorities, and women. 
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The U.S. Department of Agriculture says that by 1990 there will be 
no black-owned farms in America. If they can put a figure on 
black-owned farms, they can put a figure on white farms. And I'm 
sure they will. 

A progressive landtax should be enacted which has graduated 
levels of assessment on acreage tailored to specific crops and pro- 
duction circumstances. And the Iowa Farm Unity Cosdition has 
made this proposal to the State legislature, and it's likely that it 
will come up for debate in the next session and be proposed. 

The problems we're seeing and the problems that you know so 
well, Congressman Harkin, in Latin America as a result of a very, 
very small portion of the population owning large tracts of land are 
developing here in this country today. And only with the Progres- 
sive Land Tax — with the base fairly established so that family 
farms will not be penalized — will we protect ourselves from the 
same kind of development that's happened in Latin America. 

And, finally, I would say, that the failure of Federal farm policy 
is not the fault of any particular administration, Democrats or Re- 
publicans. Both political parties have failed to adequately address 
the needs of rural America. It's a problem of lack of organization 
and political power on the part of rural people more than an3rthing 
else and that's what our organization is about. 

Not since Franklin Roosevelt and the New Deal — since Henry 
Wallace and the farm programs that did work, were the issues erf 
fundamental economic justice in rural America properly addressed. 
And I'm not speaking, nostalgically, I'm speaking with an eye 
toward the future. A future that demands bold, decisive action on 
the part of individuals like yourselves and individuals like the 
people gathered here in this room today. 

Thank you very much. 

[The attachments follow:] 
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FOR JMHEDIATE RELEASE For more Information contact: 

FEBRUARY 8. ISW ^^^^ Ostendorf. 515-2^-5671 

FARM CRISIS IM IOWA WORSENED IN 1983: FARMERS HOHE BORROWERS 

T tktlb flUT AT AVEhAfefe ' kATfe tf i1 A HOkTH 

DES MOINES— Analysts of recent govemmant statistics by Rural America, a 
national rural advocacy organization, shows that the farm crisis In Iowa 
worsened In 1983. The government figures are on the number of farm boraowers 
forced out of farming by the Farmers Home Administration (FmHA) for financial 
reasons over the past two years. 

According to David Ostendorf, Director of Rural America's Mldwes^t Regional 
Office In Oes Moines, "our analysis found that during 1983> an average of twenty- 
seven FmHA borro%i«rs were forced out of farming every month In Iowa. , This Is an 
extraordinary eighty percent Increase over the prior fifteen month period, when 
an average of fifteen FmHA borrowers a month were forced out of farming In 
the state." 

Ostendorf also reported that "the share of those 'force-outs' that were 
accounted for by foreclosures and bankruptcies nearly doubled In 1983*" During 
the fifteen months from October, I98I, through the end of 1982, foreclosures and 
bankruptcies made up thirteen percent of the cases— a rate that Jumped to twenty- 
five percent during the twelve months of 1983- 

"As further evidence that the farm crisis Is not Just going away as many 
politicians t«ou1d have us believe," Ostendorf added, "the delinquency rate among 
FmHA borro%i«rs clinked over five percentage points during the last quarter of 
1983 from the same period In 1982." Iowa FmHA delinquencies stood at 17.31; at 
the end of I983, compared to 11. 7t at the end of '82. 

The Rural America analysis also revealed that of twenty-seven states with 
twenty or more farm fbrce-outs In both the first quarter of FY '83 and FY 'S'i, 
all but Iowa and South Dakota appeared to be more liberal with loan reschedulings 
and deferrals In the more recent period. In those two states, the number of 
reschedulings and deferrals declined at the same time the number of borrowers 

-more- 
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forced out of farming was increasing. 

"The statistics," Ostendorf said, "Indicate to us that the Iowa FmHA Is 
not doing an adequate Job of Infomilng borrowers of their rights to loan re- 
scheduling or deferral, nor Is It going 'the extra oiMe' that Secretary of 
Agriculture Block said It would In assisting Its farm borrowers In economic 
distress." 

"While the three hundred twenty-nine farm borrowers forced out of farming 
In 1983 may not appear to be a significant percentage of the total number of 
FmHA borrowers In the state," Ostendorf concluded, "their loss Is a tragic 
commentary on the dismal condition of .the agricultural economy In Iowa and 
across the nation. These are farm families forced out of business, dislocated 
from the land and from their livelihoods In a period of scarce Jobs and 
declining public support for pe<5p1e In need of help to start life over again. 
These are the very people for whom the FmHA was created In the first place, 
and every day »#e see more and more evidence that the agency Just doesn't care 
whether they survive In farming or not. There's Just no excuse for Its actions. 
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550 1 . .1 Stre<^' • Des Moines, Iowa 50309 515-244-5671 

CAUCUS RESOLUTIONS 

1) COMPREHENSIVE FARM PROGRAM: 

Whereas, a healthy Agricultural economy Is essential to the United States 
and its citizens; be It resolved that it is the responsibility of the 
Federal government to enact a comprehensive, long-term food and fiber 
policy with specific price, production, and conservation goals which are 
designed to protect family farm agriculture from the onslaught of corporate 
domination. Immediate, significant Increases In the non-recourse loan rate 
on storable commldltles should be enacted iwlth a goal of 90^ of parity. A 
reasonable cap should be placed on all di rect payments to Individual farms. 
Consumers should be protected by adequate reserves and laws to prevent 
corporate price gouging. 

2) TAX REFORM - FEDERAL: 

Whero.os, fairness and equity In the Federal tax code are essential to 
preserve family farm agriculture; be It resolved that the Federal tax system 
should be throughly reformed to remove all elements which encourage unfair 
competition by outside capital with the afmlly farm. 

3) INTERNATIONAL TRADE: 

Whereas, agricultural trade policies currently are working to the disadvantage 
of the American farmer and farmers worldwide; be It resolved that agricultural 
trade policies should move away from an approach based on confrontation and 
trade wars with other agriculture exporting countries. Instead policy should 
be based on the notion of equity of trade and the negotiation of International 
agreements among exporting nations setting a floor on world prices, establishing 
International supply management, and providing for a world reserve system to 
meet humanitarian and emeraencv needs. 
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Mr. Harkin. Thanks to all of you for coming here. 

Again, I don't have any questions, maybe a couple of comments. 

First, to Mr. Mintle from the Grange. Evidently, if I understand 
you correctly— what you're saying is that you support the inclusion 
of hay and pasture in any kind ofbase acreage program, right? 

Mr. Mintle. Yes; I think that they've been penalized in the past. 
That's part of the rotation and should be considered in the oase 
acreage on program costs. 

Mr. Harkin. Mr. Augustine, do you think we have to do away 
with the entire reserve program or what? 

Mr. Augustine. Yes; I think they should do away with the re- 
serve program and institute the loan program. It has to be at a re- 
alistic level— that the market has to determine the loan rate 
rather than the loan rate to determine the market. 

Mr. Harkin. Would you be in favor of the loan rate that would 
be based, let's say, upon the past several years average market 
prices throw out the high — throw out the low and average those? 

Mr. Augustine. That concept, I think, is acceptable; yes. 

Mr. Harkin. Something like that? But then if you have that, 
then what happens to the corn? If you don't have a farmer owned 
reserve, what happens to it? 

Mr. Augustine. Congressman, those are tough decisions. And 
you, as Congressmen, are elected to make some of those decisions. I 
think we provided in our farm bill policy the guidelmes that we 
think are necessary to bring that situation about in agriculture 
and I think you are in the position of responsibility for those pro- 
grams. 

Mr. Harkin. I'm just asking. In my 9 years in Congress, we've 
had years of surpluses and a couple of years where we oidnT really 
have a shortfall but not very much. 

And we've had two different systems. We had a reserve that was 
held by the grain companies and a board of trade. And then we've 
had a reserve that was held by the farmers— farmer owned reserve. 

I'm just sa3dng if you're going to have a surplus production in 
any 1 year, who should hold that? 

Mr. Augustine. Basically, they've been Government managed, 
though. Congressman. And so I think the 9-months loan program 
with an additional 9 months figured in there, so you're, basically, 
talking about an 18-month loan program. 

Mr. Harkin. And there shouldn't be any kind of a release price 
on it that we've had? 

Mr. Augustine. I think that we have to reduce the consumption 
and not the storage of commodities. And storage and reserve only 
builds up and hangs over the market. That sends the wrong signal 
to livestock producers and sends the wrong signal to our competi* 
tors around the world. 

Anytime we cut back on production, acreage is expanded around 
the world to more than compensate what we ve cut back in and we 
lose our markets then. 

Mr. Harkin. When we put in the 1977 farm bill, the provisions 
that established the farmer owned grain reserves, we also put in 
two other things in the 1977 farm bill that were to go along with 
it — you're right— reserves is in and of itself not going to help any- 
thing. 
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But there were three things that we put in there. One was a 
farmer-owned reserve to get it out of the hands of the grain compa- 
nies and let the farmers control the reserve themselves with a re- 
lease price so that it wouldn't all be dumped on the market at low 
prices after the loan period was up. 

The second thing we put in there were provisions that the Secre- 
tary could enact, set-aside programs. 

The third thing we put in there was a provision that enabled the 
Secretary to stimulate more export sales through establishing in 
our Embassies abroad and others a Department of Agriculture at- 
tach6 — in those countries abroad to help stimulate our export mar- 
kets. 

So, we had three things, three tools, for the Secretary to use. 

Now, again, if your reserves start to build up, you have to have 
diversion and set-aside programs along with stimulating export 
sales one way or another. If the reserves fall down, then you de- 
crease your set-aside and diversion programs — that kind of thing. 
These things have all got to operated in harmony. 

We came into 1981, and we had 2 years, 1981 and 1982, where we 
had absolutely no supply management programs. And, of course, a 
reserve was built up. Anybody can tell you that. 

Mr. Augustine. We also were projecting the target prices at 
under realistic levels too. Congressman. And that was an incentive 
to produce and reproduce for a program and not for consumption. 

Mr. Harkin. Why couldn't you have a high target price on one 
end and then have a good paid diversion set-aside on the other? 

Mr. Augustine. That may be necessary. Congressman. I'm not 
saying that we're going to eliminate those tjrpes of programs alto- 
gether but I think we ve certainly have had situations in the re- 
serve program that have not been in the best interest of farmers. 

Mr. Harkin. Did you think the PIK Program was a good pro- 
gram? 

Mr. Augustine. I think the PIK Program was brought about be- 
cause of the farm policy or farm program over the years that 
hasn't been successful. And it was radic^ surgery brought about by 
failure of Federal farm programs. 

Mr. Harkin. We offered a farm program in 1981. That's one 
reason why I voted against the 1981 farm bill. Because we offered a 
longer term set-aside and paid diversion program that David Stock- 
man said at that time would have cost us too much, about $7 bil- 
lion over a 4-year period of time. We couldn't get it — he said it cost 
too much money. 

So in 1981 and 1982, we had effectively no supply management 
programs. By December 1982 the sky was falling in, so we had the 
PIK Program which was going to wind up costing us somewhere 
between $10 and $15 billion. We don't know what the final tag is 
going to be on it for 1 year. 

So it cost twice as much with radical surgery because, I think, 
people didn't understand it. You had to have these things working 
in harmony. 

Mr. Augustine. I think we're going to emphasize that there's an 
interrelationship that exists between all commodities and what we 
do in one commodity is eventually going to reflect in others com- 
modity's livestock as well as grains. 
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Mr. Harkin. That's true. 

Mr. Levitas, Fm going to call you Levitas because of our col- 
league in the House, Congressman Levitas. 

Mr. Levitas, you kept talking about using tax policy to help 
make this change. Well, I couldn't agree with you more, but the 
problem is, tax policy doesn't come through the Ag Conmiittee, you 
see. It goes through the Ways and Means Conmiittee. 

Mr. Levtfas. I understand that. 

Mr. Harkin. And when it goes through the Ways and Means 
Committee, agriculture is sort of sitting off at the end some place 
and they don't even look at that. They look at all these other 
things and agriculture is sort of the bottom of the heap. It's really 
not focus^ on by members of the Ways and Means Conmiittee and 
that's a real problem we have. 

Mr. Levtfas. It's a problem of of building political alliances and 
communications with other members on the Ways and Means Com- 
mittee that it might have predicated some of your concern. I under- 
stand the difficulty of it. I just reiterate the need for some — that 
the structure of agriculture in the book you have there, Congress- 
man Penny says it so well. 

And trying to use the report that has the structure of agriculture 
is a paragon issue and at rapid and temperature control structure 
through the use of the price, keeping the prices low which is signif- 
icant in any area. 

We need to produce some kind of comprehensive pn^ram and it 
is going to demand mobilization on a Federal level. And I don't 
know whether or not the Congress will act on that or not. We may 
have to wait until November to see how this ends. 

Mr. Harkin. Mr. Penny. 

Mr. Penny. I just want to ask Mr. Augustine if he has any sug- 
gestions as to what to do to improve export potential? I'm asking 
that in light of your comments that you want exports at prices that 
allow a profit to the farmer. And right now we don't have that sit- 
uation. 

We are competing in an unfair situation where others are ex- 
porting with the use of subsidies in order to make their products 
more attractive than ours, their commodities more attractive than 
ours, and in other instances we're facing barriers so that we C€uinot 
send our commodities into another nation's domestic markets. 

Overriding all of that we've got a value of the dollar that com- 
pounds the situation. If you've got any suggestions as to what we 
do to get a good price for our exports so that farmers come out 
with money in theirpockets, I'd sure like to know that. 

Mr. Augustine. There is no short run answer to that and in the 
long run it would have to come through the market place. 

Perhaps we are going to have to use selective export subsidies to 
get the attention of those people up against whom we compete in 
the world market such as the subsidized sale of wheat flour to 
Egypt within the last year or so. 

We have not used those aggressively and that may be what is 
necessary for us to get the attention of those people that are dump- 
ing at prices below what we can produce for even. Anytime that we 
have cut back our production, production has expanded in other 
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parts of the world. So they've come in and have taken away mar- 
kets that we have established. 

And perhaps expansion of the Public Law 480. Once we've begun 
to utilize that local currency and buy something back we begin to 
establish trade with those nations and I think that is another area 
that we could put some effort into. 

Mr. Penny. How do you feel about the barter concept? 

Mr. Augustine. Bartering? I can't answer that, I can't give you 
an answer to that question. 

Mr. Penny. The problem with some of the developing nations, of 
course, is that we either have to go in on Public Law 480 or we 
have to exchange, trade, our commodities for their commod- 
ities 

Mr. Augustine. I understand that concept. The thing we have to 
do is to get ultimate utilization of the crops that we grow, the 
quantities that we produce. 

Mr. Levitas. May I comment briefly on a number of these ex- 
ports—a number of the previous— it is a position of the Depart- 
ment people and the people in our organization that we are not 
going to be able to export our main cotton crop and that in early 
suggestions on the crop and with the grant duties, the subsidies 
and the like we only prefer to enter the atmosphere the hidden 
world on a confrontation which is not going to get us anywhere. 

The Canadians have proposed, the Canadians are forewarned. 
They have sent a pattern to sit down with the United States and 
negotiate agreements. 

The European Economic Community, I think, would be willing to 
negotiate these agreements. We hear now costs and economic subsi- 
dies—how they are doing wonderful things for the farmers through 
the EEC. The EEC is losing one farmer every minute and we have 
these figures given to us by the network. They have lost hundreds 
of thousands of farmers, displaced from the land, creating urban 
unemployment, the same as here in the United States. 

And despite of, and I guess the only word I could use, is the word 
propaganda. Despite the propaganda that we hear from the U.S. 
Department of Agriculture to the effect that the EEC is doing won- 
derfully well with their subsidies, it isn't true. There is a tightness 
in agriculture world-wide and that tightness is a direct result of 
cheap grain. 

We cannot produce for export by lowering the market price and 
flooding the market of third-world countries, in particular, which 
displaces their own in production. And, Congressman Harkin, you 
said it yourself, if we move into those countries and dump market 
cheap grain on the market it puts their own farmers out of busi- 
ness and you know how this happens. 

It's a tragedy and use of Public Law 480, while it favors humani- 
tarian aid to countries in famine or starvation, if vou talk to the 
agricultural producers in those countries, many of them don't want 
Public Law 480. But they don't want Public Law 480 to be adminis- 
tered the way it has been with the grain dumped on the market 
and putting them out of business. 

On the notion of exports what we're saying is they need to be 
negotiated agreements at a fair price. And if we are going to 
export, we're going to export only at a fair price. 
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And the question of ever3rtime we cut back some other country in 
the world increases their production, I fully challenge that. The 
volume of grain production controlled by the United States is 
enough to control the world market— what happens in the world 
market. And it is going to develop into a situation, Mr. Augustine, 
where if we proceed with this kind of trade war, it will get out of 
hand and it's going to be tit for tat and out of control. 

But I think now is the time when we have the opportunity to sit 
down with these people and say, ^^Look, let's work out a mutual 
agreement." So that we are talking about fair prices world-wide. 

The only people who benefit from large exports are the grain 
traders. Large volume of exports does not benefit the American 
farmer. The grain trade, personal and the corporation and the rest, 
depend on volume. And when we sit back here and say, "Export 
and export," we're just singing their tune. And I think it's time the 
American farmer and the agriculture subcommittee started singing 
the tune of the American farmer instead of the tune of corporate 
structures. 

Thank you very much. 

Mr. Harkin. Thank you, thank you all very much. We appreci- 
ate it. 

The time has ticked by and I have two more individuals then I 
am going to open up the microphone here for others. Bill 
McCracken of Brighton and David Dumont from Willman. May we 
have both of you come up to the witness table. 

Mr. McCracken first of Brighton, do you have a prepared state- 
ment? 

Mr. McCracken. I have a statement written which I will not 
read but which I will present you with. And I regret that I didn't 
realize that you both are involved in it and I only have one copy 
but I will see that you both get one. 

Mr. Harkin. Why don't you go ahead and just comment on it 
then. 

STATEMENT OF WILLIAM C. McCRACKEN, FARMER, BRIGHTON, 

lA 

Mr. McCracken. I have a few comments. I did some research 
among neighbors and friends in various areas of my community 
before I came and when I got done I had a prepared statement of 
about 35 minutes and I knew that you would be dumb on one end 
and numb on the other end before I got half through it and so in 
an effort to try to cut my comments to 10 minutes and be real skel- 
etal, I will probably be just a little bit unorganized. 

I suspect that some of the areas have already been covered sever- 
al times. 

Now, my statement is a chronicle of my dealings with Production 
Credit Association which is a short-term ag lender. 

Since 1978 when I started with them, it is not a lone example of 
Production Credit Association attitude and dealings with borrowers 
and it is not an attitude that is solely confined to Production Credit 
Association. I'm not picking on any one body and this chronicle 
will show a rather accurate statement. 
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I feel that what has happened in my business in the past 3 years 
because of a rapid succession of turn over in employees who have 
all felt that they had the right to make critical management busi- 
ness decisions which had already been made in agreement with 
previous men. And these were made at a critical time and ended 
up costing me, maybe, in 3 years time over a $100,000 off the top of 
my net profits. So that is the chronicle and it's an example. 

I would like to make a comment on the Federal Land Bank. It 
would be very helpful to farmers if it were possible and, if their 
attitudes were changed. They have gotten very, very conservative 
very quickly and loans that were accepted 2 and 3 years ago, now 
they will not accept. 

In Southeast Iowa several land banks statistics show a very 
small percentage of their loans in last year and this year's date 
were made to refinance short-term debt into long-term debt. 

I know it would be very helpful to me and other farmers, if quali- 
fied, to be able to take short-term debt, put it into 10 or 20 years at 
10 or 11 percent interest and maybe you would have a balloon pay- 
ment at the end of this for the 1984 interest debt and principal 
payment if necessary. 

I think that qualifications necessary to consider a farmer to be in 
a salvageable position is that he should have a positive network, 
yet a positive cash flow projection this year or at least by next year 
without having to equate either his capitol holdings over and above 
what a fair value is and without having to project for higher prices 
and lower costs that are reasonable. 

I think he should have a support base from which to deal upon 
such as a fair number of acres of land and some grain stock, you 
know, and something to work with. And he should probably be 
close to current on bills. 

I think the big problem in Southeast Iowa and in all of the Mid- 
west and problems that are undoubtedly through all of agriculture 
in pretty much the United States today is that banking did not get 
out of the 1970's and into the 1980's soon enough and there was a 
drastic change in the way we needed to look at ag lending starting 
about 1980. 

When we had low interest rates the attitude, for example, for 
PCA when I got started with them was ask what PCA can do for 
you. They looked at your net worth, they looked at your percent 
net liquidity and your debt ratio concept and they loaned you 
money at a cheap interest to build your net worth and didn't worry 
about debt reduction or keeping it under control. 

We had high interest rates from 1978 to 1982. In 1983 we hit a 5- 
year average profit — a low for a 5-year average profit in the swine 
industry. And from 1973 to 1978, which spawned their attitude in 
lending and the farmers optimism we had a 5-year average high in 
swine profit. I realize that in those years we did not always have 
all profit or all loss but the average for the 5 years was a block 
which set records from one extreme to the other extreme. And 
then the high interest rates came along and a lot of us young fel- 
lows who are highly leverage, of course, got into trouble. 

Now, with the high interest rates we need to be looking at posi- 
tive cash-flow as the No. 1 priority. In making a loan your net 
worth, if it is positive at all, your percent net liquidity, and your 
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debt ratio no longer are our No. 1 importance. They are still there 
and they still have to be considered because they do show a little 
bit of your ability, in fact, they show a lot of your ability to stand — 
your liability to stand another loss, your risk-carrying capability. 

However, in these times in order to save a lot of farmers and 
younger farmers in operations which should be salvageable yet, as- 
suming we don't get another drought and assuming we don't go 
through another 5-year block of very poor prices. And assuming we 
have learned how to manage better our money management be- 
cause we have gotten into the 1980's from 1970's and a whole new 
ball game and, of course, we've had to lose in learning. 

It's a problem today to get the attitude changed in your short- 
term lenders and, I think, in the case of Production Credit Associa- 
tion not only has their attitude not changed but they do not have 
the ability to back up financially if they did change their attitude. 

I have, for example, last year, reduced my tot£U debt by $10,000 
at PCA. My interest payment is current as of January 31. I have a 
positive net worth of over 2 to 1, yet. I have a positive cash-flow 
projection or did have it at the start of this year and still do have, 
although it has been hurt some by actions by PCA in which I have 
been into a de facto foreclosure. In other words all the income that 
I take in pays debt, not pays bills. And I had no say in this, I had 
an agreement to the contrary and a new man came in and this was 
changed. 

I have a family of four children Fm trjdng to feed. Tm trying to 
hang on and operate and not have to shuffle hogs to town at 130 
pounds at a loss that will be worth something in 2 months or leas. 
I'm trying to rent more land. I have the opportunity; I don't have 
the finances. There are many guys in the same boat that I am. 

If PCA and short-term lenders could have waited, I would have 
an application in at FmHA and I qualified for a loan. However, at 
this point because of being in a de facto foreclosure I am probably 
no longer qualified for an FmHA refinancing loan. If Federal land 
banks had a different attitude toward refinancing and if the Gov- 
ernment helped, they could help. 

I think the things that we could do legislatively that is important 
is that the Federal Credit Administration needs to monitor and 
needs to set up parameters on loans for short-term debt. I realize 
that this is only a prevention of further trouble but it needs to be 
done because there will be future troubles if it isn't done. 

Parameters on PCA loans; short-interest loans from FmHA, from 
banks, any place could involve interest rates, net liquidity, support 
base and cash-fiow projection equal a top loan limit. And you could 
vary any one of those factors and project where a farmer might be 
headed for and where the top loan limit should change to. 

The lending institutions should have legislation over it that 
allows it to be a constructive credit and a supervised creditor in the 
area of capital procurement and purchase but not in the area of 
business management. They should tell you where you have to be 
on your loan by when, sit back and allow you to try to get there on 
your own which allows the farmer who is experienced to make his 
own mistakes rather than have them made for him. 

The parameters on a loan is why we are in trouble today as 
much as we are in difficult times. If we had had these parameters 
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starting in 1980 or by 1979 our lending institutions and our aver- 
age agricultural community would be in better shape than they are 
today because they would have not gotten clobbered over the head 
with two or three things all at once like high interest rates, the 
drought, short prices. 

I think that Tm a member of the Mississippi Farm Valley Busi- 
ness Association — Record Keeping Association and I have learned 
from my records that I have to keep for them that PCA banks, 
short-term lenders need to keep a far more complete and require a 
far more complete set of records from farmers and lenders than 
they do today. 

It would allow them to help us make decisions or to understand 
how we make decisions. It would allow us to make better decisions. 
They could charge us $250 to $300 a year to belong to a record 
keeping association and it would be a good deal for everybody and 
well worth the money and would have saved a lot of trouble if this 
were the case. 

But PCA records are inadequate, short-term lenders records have 
been inadequate. I have never had a lender that could tell you 
what my average cost per pound of pork produced was for any 1 
year and my average returned for that dollar spent. I couldn't 
either until I started keeping these records in your branch offices 
of agricultural institutions where you have had a rapid turnover of 
employees. In the Fairfield branch, Fve gone through five employ- 
ees in 3 years, two of them I only dealt with one time. There is no 
continuity there. I feel that each office should have to have two 
employees outside of the secretary, and that a person should have 
to work in that branch for 2 years before they qualify for branch 
manager, so they can be acquainted with the operation and what 
the seasonal changes of loan requirements and what prices will do 
to your operation and understand what's going on. Then they'll 
panic and start forcing you to do things that are wrong. There are 
a lot of other things, of course, you can do, but something needs to 
be done yesterday or last week or 2 months ago for young farmers 
in order for them to be able to refinance, to be able to rent their 
land, make their plans this year over all of the equipment that 
needs it, and be ready to go out in the field and have a profitable 
year. And the delay is rapidly taking away and sending out from 
underneath the base — who have a positive cashflow projection this 
year. 

I need to buy four boars. I need to buy about a $1,000 worth of 
vaccinations for sows that I intended to have bred by February 20. 
I can't do that. I can't raise the money to do it. I had an agreement 
with a feed company to keep within 80 days, and I can buy my feed 
to operate on. So far, I've been able to do that. However, I've had 
to borrow privately in order to keep up that far. For me time was 
rapidly running out. In spite of the positive things we accomplished 
last year, in spite of my projections for this year because of the 
long delay or like time in getting refinanced. I considered a loan 
application in getting refinanced, and the attitudes required in 
working with. We needed to be worked with. And the attitude is a 
big problem. 

I think I'll stop there. I could say a lot more. 

Mr. Harkin. That's very good, Jess. Excellent. 
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Mr. McCracken. Thank you. 

Tm going to have more to say about that as soon as I he€u: from 
Mr. Dumont. 
Mr. Harkin. Mr. Dumont. 

STATEMENT OF DAVID DUMONT, FARMER, WILLMAN, lA 

Mr. Dumont. I'm kind of new at this, but I am a farmer. I have a 
farm in Ohio in Washington County. And I am so concerned about 
the future of agriculture that I've felt compelled to come here and 
speak my mind. Fm here also representing the Iowa Farm Unity 
Coalition in Washington County. And the Catholic Rural Life in 
the diocese of Davenport. 

The current farm bill is in dire need of a complete overhaul. I 
believe the 1985 farm bill should be geared toward 90 percent 
parity with hopes of reaching 100 percent parity. This can be ac- 
complished with a nonrecourse farm program. The Amierican 
farmer cannot go on producing for less than the cost of production. 
The 1983 drought did not bring on the sad financial situation the 
American farmer is in today. It only made it worse and brought 
national attention to the problem. We as American farmers have 
been substituting assets for income for so many years we have no 
assets left. I do not believe in the present administration's policy 
that the small family farmers must leave the land to make way for 
the huge corporate farmers such as our Secretary of Agriculture, 
John Block. This seriously violates the human dignity euid basic 
moral rights of the family farmer. 

In regards to immediate financing for 1984 crops, the Farmers 
Home Administration's disaster loan program is just what it says; 
it's a disaster. Farmers Home never had any intention of helping 
the farmer to begin with. This is quite obvious by any number of 
reasons they come up with to make a person ineligible for a loan. 
Even if a person does qualify, which, by the way it took 5 months 
to process my loan, the amount generally received runs about 20 to 
25 percent of the actual loss incurred. Only lending $50 million out 
of $600 million available doesn't show much intent of trying to 
help. As is evidenced by the numerous law suits filed against 
Farmers Home Administration, their field personnel, apparently 
are not trained adequately to do the proper job. We must have im- 
mediate, and I stress immediate, plans in planting the 1984 crops. 

In less than 6 weeks it will be time to plant com. There could 
likely be tens of thousands of acres idle strictly for lack of financ- 
ing. The American public might find out what high priced food 
really is. I would hope the House Ag subcommittee seriously con- 
siders this and other testimony presented at this hearing. 

Thank you. 

Mr. Harkin. Thank you very much, Mr. Dumont. 

Do you have anything you want to go over? 

Mr. Penny. No, I don't have any questions. 

I do appreciate hearing from both of you. I want to mention at 
this time that though I know you have a couple of others that 
you're going to be calling on, I may have to leave shortly to catch a 
flight back to Rochester. So if you see me standing up euid leaving, 
it's not that I'm offended by anything someone is saying. It's just 
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that I've got a commitment back in my district that I have to fly 
home for. But before I do leave, I want to, again, commend you, 
Mr. Chairman, for sponsoring this hearing and to thank aU of 
those who have participated and those who have attended because 
your input is going to be very helpful to us as we put together this 
1985 farm bill. 

Mr. Harkin. And thank you very much. Congressman Penny, for 
taking time from your own busy schedule in your own district to be 
here for this subcommittee hearing, and I just want to add for ev- 
eryone that's here that Congressman Penny is a very active and in- 
volved member of this subcommittee in Washington. 

The point I had for you, Mr. McCracken, was just to understand 
what you're sa3dng. One of the programs operated on a — what's the 
word I'm looking for 

Mr. McCracken. Self-financing. 

Mr. Harkin. A self-financing basis. So it has gotten somewhat 
away from perhaps what Mr. Levitas said about it when it was first 
envisioned some years ago. And because they're on this so-called 
self-financing basis, they operate basically like a bank, period. So 
you're right. 

What's happening to you is you are in fact, forced to accept the 
foreclosure because what you're doing is you're finding all of your 
income going to pay what your interest charges, your debt service 
and your bills. And nothing is being used to really increasing your 
asset base or your production b€tse. 

Mr. McCracken. You know that PCA's have to> have a very 
severe financial crunch in this area, and I've tried to recognize 
that. It probably was not quite fair to them. It's hard for a young 
farmer to be given 90 days notice that a loan of say $120,000 or 
30,000— mine was $130,000, is due in 90 days in full when it has 
always been paid by renewal. In fact, you have encouraged to prob- 
ably overspend and over increase your net worth at the expense of 
building a data. 

Now, we're caught as well as they are, and we need help with 
FmHA and Federal Land Bank. And PCA does need to change the 
way in which it does look at farm records and loan projections be- 
cause they've got away— at one time they dealt with strictly a 
budget projection by the quarter in advance. Now, you turn in the 
cash flow projection at the end of the year. They look at that, and 
they review your loan at the end of the year. And they look at that 
back and they say, "My goodness what happened?" 

Well, on a quarterly budget projection, where you start looking 
at the possibility and the potential creation of new wealth, which is 
important in the 1980's— in the 1970's it wasn't important. Net 
worth was the thing. But now it is new wealth. And they're just 
learning that as most of us farmers are also. We're caught in a 
place where we can't make the adjustment fast enough. 

But I feel like, with FmHA and Federal Land Bank, there are a 
lot of young farmers that really have a real good chance of being 
very salvageable instead of being foreclosed on at below fair 
market value prices for their capitsd. 

Mr. Harkin. That's what some of us are pushing on is to try to 
get the short-term thing spread out and reamortized, rescheduled, 
over a longer period of time and perhaps self-help. 
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Thank you both very much. 

I have one last witness who contacted the office and wanted to 
testify. His name is Mr. Joseph D. McConohy from DeWitt. 

Mr. McConohy, welcome to the subcommittee. I have a copy of 
your prepared text. And thank you for coming quite a distance. 
Please proceed. 

STATEMENT OF JOSEPH D. McCONOHY, FARMER, DeWITT, lA 

Mr. McConohy. Thank you for allowing me to speak. 

rU just read real quick through the first page here. 

Thank you for the opportunity to speak with you today. Enclosed 
is a letter I sent to Secretary Block which outlines a different ap- 
proach to the agricultural problems facing us today. I feel honored 
to discuss the principles of the program with you. The ideas are 
probably not new^ust presented in a different context and differ- 
ent package. 

I believe that we as farmers and government officials alike are 
trjring to solve our problems with cover-ups instead of real medi- 
cine. Governmental departments — designed to work together for 
the common good— are in truly, really working independently de- 
stroying all sense of balance and progress. One arm of the govern- 
ment is producing programs that encourage production while the 
other one tries to control erosion that it's causing. Between the 
two, both the farmer and the tax-pa3dng consumer are getting the 
raw deal. 

I do not favor all government programs, but government has 
been in agriculture big for too long to just pull out altogether. Gov- 
ernment help put agriculture in this situation. I believe it should 
help get us out. I don't mean with big buy outs and big subsidies — 
rather with sound, coordinated management in the Agriculture De- 
partment. Tm not here to criticize. I'm here to get some results and 
possibly develop some solutions that will work. I don't believe in 
complaining unless I can provide a different alternative. Let's get 
to work and solve a problem that everybody can be happy with. 
Don't be surprised if it takes two or three different worlong plans 
working at the same time to get the job done. 

Enclosed is a letter I sent to Secretary Block which outlines a dif- 
ferent type of program. The first page, I just tell who I am and why 
I'm proposing the program that I am. I'd like to give you a little 
scenario of what happens with a young farmer as mjrself. 

Our farm is basically ground that should be rotated that we have 
beef cows and such. We also have some ground that has beans and 
corn. What happens is when a farmer gets in a pinch and needs a 
quick turnover, so the beef cows and cattle industry is a quick 
turnover. So then you get the plow and take care of the pastures 
and such. And then we have erosion. 

So, I went in the PIK program last year. It was too good a deal to 
pass up. The other thing that has been brought out here today be- 
sides is that we do need to get our total rotated acres into our bids. 
That is a must that has to come through next year. 

My proposal is to reward set-aside, but let the guy take a produc- 
tion off the ground. Let him produce the hay as part of the set- 
aside, but then let him take the production off it. 
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Now, I've outlined 10 things here that it will help. 

First, conserve natural resources. 

Second, reduce the total corn production so then there will be 
less need for government support programs, loans, and reserves. 

Third, give the cattle industry a boost which it badly needs. 

Fourth, help the dairy farmer with production costs with a de- 
crease in support price. 

Fifth, make more roughage available for feedlots in the West, 
which will help to reduce irrigation needs. 

Sixth, generate more need for forage equipment, which would 
create more jobs. 

Seventh, help small town America stay in existence with more 
local jobs. 

Eighth, reduce costs to the taxpayer. 

Ninth, increase the production cost, since production costs for 
beef would be held down so would the cost of meat to the con- 
sumer. 

Tenth, farmers — now this is probably one of the things why a lot 
of farmers don't participate in programs. They hate to leave 
ground just lay. They see it come up in weeds, and it just is not 
productive. And a farmer is a productive person. This way he can 
have his ground be producing something. 

One other point Id like to present is the farm economy is totally 
out of balance. A livestock farmer faces too many risks in relation 
to the straight grain farmer. A straight grain farmer can go in and 
he can say, "Hey, Tve got a Federal crop; I've got loans; Fve got 
supports." But the livestock man he is just on his own. So, this bal- 
ance is totally way out of proportion. And when I go into the PCA 
or the bank or something and say, "Hey, I want you to help me 
mortgage or finance a beef cow operation", he will say, "See you 
later friend." It's not even realistic. 

The last page is a 100-acre farm example. It has a 100-acre base 
and for simplicity I took and I made the whole base crop acres, 10 
percent set-aside, average 3deld, 125 bushel, which I thought would 
cover a wide range of areas. 

The things you want to look at is the cost to the Government for 
the deficiency in storage pa3rments based on ASC yield, not actual 
amount. The way my hay set-aside would work is the same 100 
acres, same yield, same crop base, and instead of sa3dng, OK, 
you're going to have a 10 percent set-aside, we then put on a grad- 
uated basis. We then take a percent of the loan rate. We'd use that 
as our base factor. 

And as the guy would set-aside more acres, he would get a higher 
percent of his crop base or his loan rate times the ASC 3deld. As 
you see, it can go all the way up to 40 to 45 percent of the set-aside 
he can put into hay or cover crop, which he can harvest before it 
meets the Government payment on the straight set-aside. Now, the 
beauty of this thing is that he can then take a production off of 
that ground and I use 5 tons per acre just as an average, valued it 
at $20 a ton and this year was up $40 to $50 to $100 a ton. So its 
total returns can go all the way from $180 to $300 an acre return. 
But it only cost the Government under $8,000. 

Now, my ground — I'd love to put hay on because I can raise a lot 
of hay and I can get good return off it. And I'd love to be paid just 
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to cover my land costs for something like that so that when Tm out 
there in 80 to 95 degree weather piling this hay, Td like to get a 
little more back from it. So I believe it's a uniaue and different 
theory that covers a lot of the problems we have, but it's not going 
to cost all this great money from the Government or the taxpayers. 
I just believe there's a lot of things going for it and I'd love to see 
you take it back and implement it somewhere. 

[The prepared statement of Mr. McConohy appears at the conclu- 
sion of the hearing.] 

Mr. Harkin. I will take it back. It is a unique approach. I have 
not seen this approach taken before. Let me, as they say, run it 
through the mill and I have your address. I'll be in touch with you 
on it. 

Mr. McConohy. I'd appreciate it. 

Mr. Harkin. I want to see if there's any down sides to it, as they 
say. 

Mr. McConohy. I thought this over very greatly. Some of the 
down sides could be— and in Iowa I hope we get the parimutuel 
betting through because then we have more horses to feed, there's 
our hay market. Possibly the down side would be, everybody is on a 
big no-beef kick in America. I'm not sure where the fallout is going 
to be in beef production. That's my only concern. But if we bale it, 
we can send it anywhere. 

Mr. Harkin. Yes; that's true. 

Mr. McConohy. I know we're short on time and I appreciate 
your allowing me to come up. 

Mr. Harkin. It is unique and I appreciate it. Thank you. I'll be 
in touch with you on it, Joe. Thank's Jim. 

Mr. Penny. I've got to catch my plane. 

Mr. Harkin. OK; have a good flight back. 

Anybody want to speak at the microphone? 

Let's go off the record. 

[Discussion off the record.] 

Mr. Harkin. This concludes the hearing of the Subcommittee on 
Livestock, Dairy, and Poultry. 

As I said at the beginning, or sort of indicated at the beginning 
of the hearing, I am as frustrated as you are sometimes in trjring to 
get immediate action and to get immediate help out when it's 
needed. I wish I had charge of the Department of Agriculture or 
0MB or something like that, but I don't. 

So we have to do what we can in our own spheres and that is to 
try to push, pull, and to try to do everything we can to get those 
who are in charge to recognize the necessity of making sure that 
we don't lose anymore farmers than we've already lost. 

Beyond that, however, I just think it's very imperative that hope- 
fully as we come out of this mess that we insure that our next 
farm bill makes some substantial changes in the way we've done 
business in like we have the last 20 vears, we're going to lose not 
only half our farmers, we'll lose half of our rural communities in 
America too. 

So I want to thank everyone who appeared and testified. I want 
to thank others who came this morning for your attendance here. 
All of this will be made a part of the record. As we begin our delib- 
erations and continue our deliberations toward the 1985 farm bill. I 
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can only hope that the present administration at the Farmers 
Home Administration and the Department of Agriculture will do 
everything humanly possible to make sure that all of the farmers 
who now farm are around when we pass the 1985 farm bill. 

Thank you very much, and the Subcommittee on Livestock, 
Dairy, and Poultry will stand adjourned. 
[Whereupon, the subcommittee was adjourned.] 
[Material submitted for inclusion in the record follows:] 
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lOWA-The PoffHc Capital of th« World 



FUTURE FARM PROGRAMS 

Statement by 
Iowa Pork Producers Association 

Presented 
by 

Don Gingerich 



Good Morning Congressman, Members of the Media and Friends 

MY NAME IS DON GINGERICH AND I AM A PORK PRODUCER FROM PARNELL, 
IOWA. MY FAMILY AND I FARM 650 ACRES AND PRODUCE OVER 3000 HOGS 
ANNUALLY AND ALSO HAVE 100 HEAD OF STOCK COWS. AS CHAIRMAN OF THE 
IOWA PORK PRODUCERS LEGISLATIVE COMMITTEE, I AM HERE TODAY REPRESENTING 
NOT ONLY MYSELF BUT THE MORE THAN 32,000 MEMBERS OF THE STATE PORK 
PRODUCERS ASSOCIATION. ON BEHALF OF PORK PRODUCERS ACROSS IOWA WE 
APPRECIATE THE INVITATION AND OPPORTUNITY TO COMMENT ON THE IMPACT OF 
GOVERNMENT POLICIES ON OUR MEMBERS AND HOPE OUR COMMENTS ARE USEFUL IN 
FORMULATING FUTURE FARM PROGRAMS AND SPECIFICALLY THE 1985 FARM BILL. 
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BEFORE ADDRESSING SPECIFIC PARTS OF ANY FUTURE FARM PROGRAM WE FEEL 
IT IS IMPORTANT TO ADDRESS THE MAJOR SHORTCOMINGS OF PAST FARM PROGRAMS 
AND AT LEAST PHILOSOPHICALLY DISCUSS WHERE THE PORK INDUSTRY OPERATES 
MOST EFFICIENTLY. AGRICULTURE AND PARTICULARLY THE PORK INDUSTRY IS A 
BUSINESS OPEP^MING ON LONG TERM FINANCIAL DECISIONS. CAPITAL OUTLAYS FOR 
LAND, BUILDINGS, EQUIPMENT AND LABOR ARE LARGE. TO MAKE LONG TERK DECISIONS 
WITH SHORT TERM PROGRAMS AND POLICIES IS NOT ONLY INCONSISTENT BUT A 
FINANCIAL NIGHTMARE. 

SECONDLY, WITH SHORT TERM FARM PROGRAMS BEING ANNOUNCED SO LATE IN IHE 
YEAR FOR MANY PRODUCERS THE PROGRAM HAS NOT ONLY BEEN UNMANAGEABLE BUT ALSO 
UNACCEPTABLE. THEY HAVE ALREADY COMMITTED TO CROP ROTATIONS, FERTILIZER, 
AND FUTURES MARKETING. BY ANNOUNCING THESE PROGRAMS EARLIER AND WITH MORE 
CONCERN FOR THE LONG TERM NATURE OF THE BUSINESS, NOT ONLY WILL FARM PROGRAMS 
BE MORE AVAILABLE TO ALL PRODUCERS BUT ULTIMATELY MORE EFFECTIVE. 

TODAY PORK PRODUCERS ARE FACED WITH SEVERAL CHALLENGING CONDITIONS 
WHICH, UNLESS CORRECTED, THREATEN NOT ONLY THE FUTURE OF MANY FAMILY FARMS 
BUT ALSO THE NATIONAL ECONOMY. IN RECENT YEARS PORK PRODUCERS HAVE BEEN 
FACED WITH TWO CRITICAL PROBLEMS: 1. HIGH INTEREST RATES AND 2. FALLING 
LAND VALUES. FOR THE MOST PART THESE CAN BE DIRECTLY RELATED TO OVER 
SPENDING BY THE FEDERAL GOVERNMENT AND THE LARGE FEDERAL DEFICIT. LOW IN- 
FLATION, WITH HIGH INTEREST PAYMENTS ON FARMING OPERATIONS REQUIRING LARGE 
AMOUNTS OF CAPITAL ARE PROVING TO BE DEVASTATING TO MANY OPERATIONS IN THE 
STATE. THIS CAN ONLY BE CORRECTED BY LIMITING GOVERNMENT SPENDING OR INCREASING 
TAXES OR A COMBINATION OF BOTH. FR(»! OUR PERSPECTIVE THIS SIMPLY MUST BE DONE. 
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IN REGARDS TO PAST FARM PROGRAMS, THE IOWA PORK PRODUCERS ASSOCIATION 
HAS STRONGLY SUPPORTED EVERY EFFORT TO INCREASE THE PRICE OF GRAIN TO A 
PROFITABLE LEVEL. IT IS NO SECRET AS THE PRICE OF CORN FALLS, MORE GRAIN 
PRODUCERS LOOK TO ALTERNATIVE WAYS OF MARKETING THAN GRAIN AND PRIMARILY 
FEEDING HOGS. AS THE PRICE OF GRAIN CONTINUES TO FALL INTO A NON-PROFIT- 
ABLE SITUATION THIS RESULTS IN EVEN LESS RISK FOR THE GRAIN PRODUCER TO 
MARKET HIS GRAIN THROUGH LIVESTOCK. THIS AIX RESULTS IN A LARGE OVER SUPPLY 
OF HOGS .'VN'D ADDITIONAL FXONOMIC LOSSES FOR THE LIVESTOCK i'RODlJCER. THIS IS 
ESSENTIALLY WHERE THE HOG MARKET HAS BEEN FOR THREE OF THE PAST FOUR YEARS. 

IT FOLLOWS, THE REACTION OF IOWA PORK PRODUCERS HAS BEEN VERY POSITIVE 
TO LAST YEARS PAYMENT- IN-KIND PROGRAM FOR PUTTING GRAIN BACK INTO A PROFIT- 
ABLE SITUATION. WE FEEL THE PROGRAM WAS OF GREAT BENEFIT TO THE GENERAL 
FAKM ECONOm- AND EVENTUALLY PORK PRODUCERS. BUT WHILE PIK WAS A SHORT TERM 
SOLUTION TO GRAIN IN THE RESERVE IT RAISES MANY QUESTIONS ABOUT FUTURE FARM 
PROGRAMS. 

- WHAT WILL THEY INCLUDE? 

- WHAT WILL BE THE DIRECTION? 

- HOW WILL THEY AFFECT THE LIVESTOCK INDUSTRY? 

FOR THESE REASONS AND OTHERS THE IOWA PORK PRODUCERS ASSOCIATION WOULD 
RECOMMEND THE FOLLOWING PRIORITIES IN FARM PROGRAMS: 

1. EXPAND EXPORTS ; THIS IS THE MAIN PROBLEM WE FACE AND WE NEED TO 

ADDRESS IT IN EARNEST. SINCE THE EMBARGO, THE ONLY TRUE SIGNAL THE 
UNITED STATES HAS SENT THAT WE WANT TO TRULY DO BUSINESS IS A 150 
MILLION DOLLAR SUBSIDY FOR EGYPT TO BUY WHEAT. WE WOULD URGE: 

A. GREATER COOPERATION BETWEEN THE AGRICULTURE AND STATE DEPARTMENTS. 

FOOD AS FOREIGN POLICY HAS APPLICATIONS. NOT AS A HAMMER BUT AS AN 
INCENTIVE IN NEGOTIATIONS. 

B. GREATER USE OF EXTENDING CREDIT TO COUNTRIES WHO WANT AND NEED 

PRODUCTS MUST ALSO BE INSTITUTED. SEVERAL, WOULD BE, CUSTOMERS ARE 
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LOST DUE TO A LACK OF ENCOURAGEMENT OR A BETTER DEAL ELSEWHERE - 
WE MUST BECOME AGGRESSIVE. 

C. FUNDING SUBSIDIES FOR EXPORT. WHILE WE DISLIKE THE CONCEPT, . 

IT MAY HAVE TO BE USED, WE ARE FORCED TO COMPETE IN A FALSE MARKET. 
UNFORTUNATELY THIS TOOL SHOULD BE USED ON MANY OF OUR SO CALLED 
"ALLIES" - JUST TO SHOW THEM WE ARE SERIOUS. 

P.— BARTER SYSTEMS. WHILE MANY COUNTRIES HAVE ECONOMIC PROBLEMS 
AND NO MONEY - THEY DO HAVE PRODUCTS. MEXICO IS AN OIL RICH 
COUNTRY IN A PREDICAMENT. THEY COULD USE AMERICAN TECHNOLOGY AND 
KNOW-HOW, OUR GRAIN AND BREEDING STOCK, AND WE COULD CERTAINLY USE 
THEIR OIL. AN INTERNATIONAL PRODUCTS EXCHANGE IF NOT RUN BY THE 
GOVERNMENT SHOULD BE INVESTIGATED. 
2. TRADE RESTRICTIONS. BEFORE YOU CAN HAVE FREE TRADE YOU MUST ADMIT 
WE ARE SACRIFICING THE AMERIOAN ECONOMY TO MANY COUNTRIES WHO WILL 
NOT LET AMERICAN BUSINESS COMPETE. LAST WEEK THE GOVERNMENT 
ANNOUNCED A RECORD TRADE DEFICIT FOR 1 MONTH AND PREDICTS A RECORD 
TRADE DEFICIT FOR THE YEAR. WE ARE HEADED IN THE WRONG DIRECTION. 
THE AGRICULTURE AND STATE DEPARTMENTS MUST ADDRESS THIS. TRADE 
RESTRICTIONS WILL NO DOUBT HAVE TO BE THREATENED AND PROBABLY IMPOSED. 

A HEALTHY AMERICAN AGRICULTURE IS VITAL FOR A STRONG NATIONAL 
ECONOMY. AS PORK PRODUCERS WE ARE CONCERNED ABOUT JAPANESE QUOTAS 
BASED ON A STABILIZATION PRICE FOR PORK. THIS SYSTEM PROVIDES A 
THRESHOLD WHICH EQUALS THE COSTS OF PRODUCTION OF THE LEAST EFFICIENT 
JAPANESE PORK PRODUCER. WE ARE ANGERED BY THE EUROPEAN ECONOMIC 
COMMUNITY WHICH HAS IN PLACE TRADE BARRIERS AND ADDITIONALLY 
SUBSIDIZES AGRICULTURAL EXPORTS TO THIRD WORLD COUNTRIES TO THE 
AMOUNT OF $6.5 BILLION IN 1980. 
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OF PARTICULAR CONCERN TO IOWA PORK PRODUCERS IS THE TREMENDOUS 
INCREASE IN PORK PRODUCTS AND ESPECIALLY LIVE HOGS COMING INTO 
IOWA AND THE U.S. FROM CANADA. THERE HAS BEEN SIGNIFICANT EX- 
PANSION IN HOG PRODUCTION IN THE QUEBEC PROVINCE IN RECENT YEARS. 
A RECENT USDA REPORT STATED, "THE MAJOR FACTOR BEHIND THE PRODUCTION 
EXPANSION APPEARS TO HAVE BEEN GOVERNMENT PROGRAMS." TOTAL SUPPORT 
PAYMENTS OF BOTH FEDERAL AND PROVINCIAL GOVERNMENTS IN CANADA TOTAL 
$2A6 MILLION FROM 1975 TO 1982. WE BELIEVE IN FREE TRADE, BUT WE 

^nIs^ havu fatr tr.\de first, at the present time over 10,000 head 

PER MONTH OF CANADIAN HOGS ARE BEING SLAUGHTERED IN IOWA ALONE. WE 
HAVE HEARD IMPORTS INTO THE U.S. MAY BE AS MANY AS 10,000 HOGS PER 
DAY. 

AGRICULTURE IS OUR MOST EFFICIENT INDUSTRY. THESE TRADE DOLLARS 
MUST BE BALANCED, OR WE ARE GOING TO LOSE OUR CURRENT POSITIVE 
AGRICULTURE TRADE BALANCE OF 16.4 BILLION. 
3. RESEARCH : AMERICAN KNOW-HOW TO SOLVE PROBLEMS IS ONE OF OUR MOST 

EFFECTIVE TOOLS. THIS SHOULD BE UNLEASHED. MORE DOLLARS ARE NEEDED 
FOR PRODUCT DEVELOPMENT, BY-PRODUCT USAGE, DEVELOPMENT OF VALUE 
ADDED PRODUCTS AND PRODUCTION - DISEASE RESEARCH TO REDUCE COSTS. 

WE WOULD ALSO URGE THE AGRICULTURE DEPARTMENT TO CHANGE PAST 
POLICIES OF LIMITING COMPETITIVE RESEARCH GRANTS TO PLANT SPECIES 
AND REQUIRE SIMILAR FUNDS BE AVAILABLE FOR MAINSTREAM LIVESTOCK 
PRODUCTION. WHILE THESE APPROACHES ARE BEING INITIATED WE REALIZE 
LIMITATIONS IN GRAIN PRODUCTION MAY HAVE TO BE PRESENTED IN ORDER 
TO KEEP FROM SLIDING BACK INTO THE OVER- SUPPLY SITUATION. USE OF 
CASH INCENTIVE PAYMENTS WITH SET ASIDE ACREAGE AND SOIL BANKS IS 
WHAT WE WOULD LIKE TO RECOMMEND. WE FEEL HOWEVER, WHATEVER IS 
OFFERED SHOULD BE A FIRM CONTRACT AND CONTAIN MUCH MORE RISK FOR 
PRODUCERS WHO DO NOT PARTICIPATE, PARTICULARLY IN FOLLOWING YEAR 
FARM PROGRAMS. 
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WE HOPE CONGRESS WILL EVALUATE THE CURRENT U.S. STANCE IN OPENING 
UP WORLD MARKETS AND THE CURRENT COST OF THE PAYMENT- IN-KIND PROGRAM. 
BY ASSISTING U.S AGRICULTURE THROUGH EXTENDING CREDIT, FUNDING 
SUBSIDIES, BARTER AND FOREIGN AID, OUR ASSOCIATION BELIEVES IT IS 
POSSIBLE TO INCREASE THE UNITED STATES POSTURE IN WORLD AFFAIRS, 
BALANCE THE TRADE DEFICIT, AND IMPROVE THE ECONOMY AT HOME. IT WILL 
ALLOW UNITED STATES AGRICULTURE TO DO WHAT IT DOES BEST - PRODUCE 
FOOD, JOBS AND STRONG NATIONAL ECONOMY. 

ON BEHALF OF THE IOWA PORK PRODUCERS ASSOCIATION, I APPRECIATE THIS 
OPPORTUNITY TO COMMENT ON THE FUTURE OF THE FARM PROGRAMS AND WE 
PLEDGE TO BE IN CONTACT WITH YOU AND OTHER MEMBERS OF CONGRESS ON 
OUR CONCERNS IN AGRICULTURE. 
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The Affect On Livestock Producers Uf The Current Situation And 
ilie Past ram nill. Ju^isestions ttor Changes For 1965 Far« Bill* 

As a cattleman fron iiavia County, Iowa I have long felt that liveatock 
producers, certainly cattleaien, have not been treated fairly by farm 
proj^rafflM. Cattlemen raise hay and pasture on a certain portion of their 
cropland that could be in row crops. Thus theae acres do not contribute 
to crof surrluaea and are protected from erosion, uut these sane crop 
acres are not counted lor use as a feed !xrain bnae, . xhe Cattleman 
is y-cnnl ivoc! compared to the farmer who has Vl^nted a large grain acreage. 

Tf a rartial credit for hay nnd pasture acreage could be included 
in a farr.*8 corn hnne cattlenen would be treated more fairly. The Iowa 
Cattlemen's Association paascd a resolution in 1083 aug'^esting using the 
TDN of the forn;^ crops and of corn to adjust the corn base to include 
the crorland in foraice production, ^n example, if corn was 80/«96 TDN 
and hay or paatur'* 50r» TON* an acre of forage woula ••quni .r)25 acres of 
corn. 

Another example of diacriirination in if a producer cuts some of 
•lis corn acres for aila'^e. A rroducer must certify all corn planted 
but if some is cut for silage it is not eligible for loan. It also 
reduces the anount the producer can harvest for grain to feed his own 
livestock. ".'heat producers can sow wheat for hay and «^rp.zin!r > and 
be ...liffible for farm prof^ran benefits so.it would only be fair if cvrn 
belt cattlenen could grow corn for silage and not be penalized by the 
farm program. 

.^ince the livestock producer feeds nost or all the corn that is raised 
it is not possible to vnrify yields by settlement sheets. This works 

against a producer for crop insurance and farm pro.'^rom piMpose*.. A system 
is needed that allows the use of livestock s&les receipts to show the 
ar.ount of corn produced. 

The drou'^ht of 1983 was hard on cattlemen as it was on all farmers. 
Many were not in the FIK pror^rnm or did not have crpp insurance because 
of the reaf'ons r:entioncd earlier. Droua^ht stricken fanners deserve the 
same compassion and help as 6 1 her Americans who suffer natural \iisasterf,* 
Why can't .vo get help as swifty as an island threatened by coamUhist 
takeover? Tt seems that our govermont has mil 16ns to send to twobit third 
world dictators and billons to spend on defence contracts but begrudges 
overy dollcr loaned to disaster struck farmers. 

The Con-^ress and President seems not to be concerned enou'^h about the 
200 billon (^ollor deficit that the Federal Reserve insists keeps interest 
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rates at the highest level in our history. In 1982 interest rates were 
19 % and inflation was 14 % that left an interest rate over inflation 
of 5 %, Today my bank charges 14^ interest and the inflation rate is 
about 4 % . The rate over infation is 10 %, Interest rates must come 
down or there will not be any family farmers left in a very short time. 

One way to decrease the deficit would be to stop tax shelters. that 
allow hi^h income taxpayers use farm losses, farm depreciation and farm 
investment credit to offset noiif arm income. Those of us that are trying 
to make a livin<r farming caA*t comjwte with someone fanning to breakeven 
or even take a small loss to gain a tax break on nonfnrm income. If farm 
losses and fam deductions where only applyed to farm income then the family 
farm can compete on an equal bsisis. Investers who feed cattle to avoid 
paying tax not only have an unfair advantage over Iowa cattlemen but they 
are not paying the share of taxes compared to the rewards our country's 
economic system allows them. This is another area that needs immediate 
action before the cattle industry leaves Iowa permanently. 

The 1085 Farm Mill should be written so the livestock producer 
if: treated as part of the solution and not the problem. He should be 
rewarded for conserving the soil by raising forage crops rather than 
penalized becaus*? he was not planting fence to fence. I am including a 
copy of the Iowa Cattlemen's resolution and background paper with my 
testinony. 

The Crop Insurance program should be improved or scrapped. In a 
normal year and with reasonable management my farm will raise 120 bu. 
corn but Federal Crop will only i^uarantee 64 bu. If I raine one half of 
what I plan and spend to get, Federal Crop will not pay a cant and I will 
be broke • 

Something must be done about interest rates. Even farmers that have 
not bought expensive equipment or land find that interest is the single 
highest expense they have. Many Young farmers are not going to last through 
these times of high interest. A 4 or .5 percent drop in interest rates 
would do more than farm programs will ever accof^iplish. 

Tax shelters that give high income people an advantage over farm 
faroilys that make their living on the farm should be stopped, i^^ach business 
should stnnd on its own nerits of profit or loss. Iowa cattlemen can't 
feed cattle for a few dollars per head like wealthy investers who can save 
thousands on their tax bill. These abuses must be stopped if the' family 
farm is going to be saved. 



(Attachment follows:) 
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IOWA CATTLEMEN'S ASSOCIATION 

BACKGROUND PAPER ON 

FARM PROGRAMS 

The Iowa Cattlemen's Association has several major concerns about federal farm programs 
and how they affect beef producers. First, it should be known that the Iowa Cattlemen's 
Association, and most of its members, have never advocated the continuation of farm programs, 
but we have some grave concerns about several provisions of both the 1982 and 1983 programs. 
Cattle producers do, however, recognize the need to reduce surpluses. 

The overall objective and purposes of a crop acreage reduction program and its implications 
for the beef industry are bothersome. It is our understanding that the primary objective of the 
farm program is to reduce feed grain acreage in an attempt to reduce surpluses of feed grains, 
and that soil conserving crops or vegetation be grown on the idled or set aside acres. Many 
cattle producers are already doing this without subsidation. A typical cattle producer produces 
pasture, hay, or small grain crops on some of his acreage in order to produce forages or grasses 
for his cattle. We acknowledge that this is done voluntarily. However, this producer receives a 
smaller corn base acreage in the program when previous cropping history is used in making this 
determination. In addition, most cattle producers have viewed this production as a way to 
achieve long lasting maximum production without exploiting their soil resources. This belief is 
probably why cattle production has long been known as a way to practice soil and water 
conservation without relying on public finances for assistance. 

So, in effect, the cattle producer is penalized as compared to other farmers who have 
planted their entire acreage to feed grains. Why should others be paid a premium to do what 
the cattle producer has been voluntarily doing for years? The Iowa Cattlemen's Association 
feels strongly that this is a clear cut case of discrimination against producers who are already 
contributing to the overall well being of agriculture and doing their part to maintain our nation's 
precious soil and water resources. 

The attached document clearly illustrates this point in financial terms. During the 1982 
season a farmer who raised 80 acres of corn, 60 acres of soybeans and 20 acres of pasture or 
hay as compared to the farmer who raised 100 acres of corn and 60 acres of soybeans lost 
$301.95 per acre for maintaining good soil conservation measures. On the second 10 percent for 
1983 an additional $2k9.70 is lost making the two year total $55L65. The average levels per 
acre for the two years is $27^.82. Obviously, pasture or hay production does not come close to 
producing enough to offset this loss. Even when applying a cash rent value of $100 or $150 per 
acre as income from these acres, the non-grain acres are placed at a severe disadvantage. The 
Iowa Cattlemen's Association feels justified in raising this as a major point of contention. 
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This aspect of the program was recently reviewed at the annual business meeting of the 
15,000 member Iowa Cattlemen's Association. The membership unanimously passed a 
resolution asking that partial credit for pasture, hay or small grain crop acreage be included 
in each farm units corn base. Perhaps these acres could be adjusted based upon total 
digestive nutrients (TDN) produced from these non-corn acres. For example, if corn is 80 
percent TDN and alfalfa or pasture is 50 percent TDN, then alfalfa or pasture acres could 
be given 0.625 per acre as compared to the corn acreage in determining the corn base. 
Also, why shouldn't there be loan privileges for hay or silage? 

Soil conservation is one of, if not, the major issue facing Midwest agriculture. Far too 
many acres of a high degree of slope have been converted from hay or pasture to row-crop 
production. Regardless of tillage practice, some of these severely sloping acres cannot have 
an acceptable soil loss when intensively row-cropped. The beef industry may be the best 
vehicle available to address this serious problem. A farm program that penalizes farmers 
for producing other than row crops will be an incentive to convert more pasture and forage 
acres to row-crop production. Should a federal farm program discourage this? The 
ruminant animal has the unique ability to convert grasses and forages to a high quality 
edible protein. Be6f cattle conserve soil better than other ruminants because they do not 
graze as close to the soil surface as do other species. 

There seems to be a lot of discrepancy between counties in administering the program. 
Yields vary greatly from farm to farm in some counties* We acknowledge that each 
producer is able to verify his actual yield prior to harvest. However, since up to 1982, in 
recent years there has not been a grain acreage reduction program and there was little 
incentive to verify yields. The livestock producer who feeds his grain to livestock does not 
have scale tickets to verify his yields from previous years. The grain farmer can do this. 
Yet, the cattle producer often realizes higher yields than grain farmers because of crop 
rotation, reduction of soil erosion, and improved soil tilth resulting from the spreading of 
manure on cropland. Since a producer must prove his yields for three or five years, the 
livestock producer with a projected yield much lower than that of surrounding farms can do 
little about it for the next three years. This, too, is a disincentive for program 
participation on the part of livestock producers. 

In addressing some of the inequities that farm programs have dealt the cattle industry, 
some secondary effects also need to be considered. Cattle producers are known for their 
independence which probably comes about because cattle production is a high risk capital 
intense business. Today we have fewer cattle producers, and with them have gone a 
proportionate number of agri-businesses which formerly served them. There are obviously 
several factors responsible for this trend. One of them appears to be the competitive 
disadvantage that government farm programs place on cattle producers forcing them to dig 
deeper into their equity each year that there is a program. 

Attached is a copy of a resolution which was referred to. This is the official policy of 
the Iowa Cattlemen's Association on government farm programs. 
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FARM PROGRAM DISCRIMINATION AGAINST FARMER WHO MAINTAINS 
LEGUMES OR GRASS FOR BEEF PRODUCTION 

A 3 
160 Acres 160 Acres 



80 Acres 




60 




100 Acres 


60 


of Com 




Acres 
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Acres 






of 
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20 Acres 




Soybeans 






Soybeans 


of Pasture tjr 


hay 












1982 FARM PROGTtAM APPLTEr 


INDIVIDUALLY 



Both farms 110 bu. «ivg. yield 

Sealed at $2.90 per bu. + 15c deflclftncy payment 

A B 

72 acres com X 110 bu. « 7920 bu 90 acres com X 110 bu. - 9900 bu. 

7920 bu. X $3.05 - $24,156.00 9900 bu. X $3.05 - $30,195.00 
$30,195 - $24,156 » $6,039 
20 acres pasture or hay -f $/^,j39 =. $30L95 

Cattlemen lost $301.95 per acre for maintaining soil 
conservation measures. 



1983 FARM PROGPAM ON SECOND 10 PERCENT 



$1.50 per bu. 
$2.65 per bu. 



diversion payment 
loan rate 



8 acres X 110 bu. X $1.50 - $ 1,320 

64 acres X 110 bu.»7040 bu. 

7040 bu. X $2.65 » $18.656 
$19,976 



10 acres X 110 bu. X $1.50 - $ 1,650 

80 acres X 110 bu."8800 bu. 

8800 bu. X $2.65 - $23,320 
$24,970 



$24,970 - $19,976 ' $4,994 

20 acres pasture or hay 7 $4,994 = $2<»9.70 

Cattlemen lost $249.70 per acre for maintaining soil 
conservation measures. 

1982 $301.95 

1983 $249.70 

$551.65 

$551.65 ♦ 2 years « $275.82 avg. loss per acre 
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PUBLIC LANDS. PRIVATE LANDS, AMD WATER 



PL.PL,W-16 
1983 



WHEREAS, the cattle industry and the Iowa Cattlemen's Association have 
never advocated programs of government subsidies and assistance to the cattle 
industry, and 

WHEREAS, government grain acreage reduction programs do not directly 
affect beef producers, but do have an indirect impact on cattle producers; 

THEREFORE, BE IT RESOLVED, that the Iowa Cattlemen's Association does 
not advocate a government grain acreage reduction program, but recognizes that 
such a program is likely to again be implemented in future years, and 

BE IT FURTHER RESOLVED, that if a paid grain acreage reduction program 
is implemented the Iowa Cattlemen's Association opposes unrestricted grazing of 
set aside acres during years of normal crop growth, but favors grazing of these 
acres beginning 30 days prior to the average frost date for a specific region, 
or a fair and just grazing rental fee could be established prior to that date; 
additionally, these grazing programs on set aside acres should be restrictive to 
prevent further encouragement of expansion of the nation's cattle numbers, and 

BE IT FURTHER RESOLVED, that the Secretary of Agriculture in setting 
up the grain acreage reduction programs would be directed to utilize the past 
history of farmers who routinely follow a rotation program producing soil 
conserving smal". grain, forage and grass crops. As an example, corn suitabliity 
rating as used in Iowa, or another evaluation of productivity giving credit for 
TDN (total digestive nutrients) production for other than grain crops be used 
In determining base acreage. The fanner who has already been practicing 
conservation practices should not be penalized as compared to the farmer that 
has been disregarding good soil conservation practices, and 

BE IT FURTHER RESOLVED, that the Secretary of Agriculture be directed 
to give corn s"^"lage producers the same farm program benefits as given to corn 
grain producers. 

########## 
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U.S. House Subcommittee of Agriculture Hearings 
Ottumwa, Iowa 

March 10, 1984 



Dear Gentlemen, 

Thank you for the opportunity to speak with you today. 
Enclosed is a letter I sent to Secretary Block which outlines a 
different approach to the agricultural problems facing us today. 
I feel honored to discuss the principles of the program with you. 
The ideas are probably not new - Just presented in a different 
context and different package. 

I believe that we (farmers and government officials) are 
trying to solve our problems with cover-ups instead of real 
medicine. Governmental departments - designed to work together 
for the common good - are in reality working independently, 
destroying all sense of balance and progress. One arm of 
government is producing programs that encourage production while 
the other tries to control the erosion it is causing. Between the 
two, both the farmer and the tax-paying consumer are getting 
screwed. 

I do not favor all government farm programs, but government 
has been in agriculture big for too long to just pull out 
altogether. Government help put agriculture in this situation and 
I believe it should help to get us out. I don't mean with buy- 
outs or big subsidies - rather with sound, coordinated management 
in the Agriculture Department. I am not hear to crltlcizel I am 
here to get some results and possibly develop some solutions that 
will work. I don't believe In complaining unless I can provide a 
different alternative. Let's get to work and solve a problem that 
everyone can be happy with; don't be surprised if it takes two or 
three different plans working at the same time to get the job 
done. 

Sincerely, 



Joe Mc Conohy 

Villa Nova Hghta 
R.R. # 2 
De Witt, la 

52742 
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Honorable John Block 
Secretary of Agriculture 
Department of Agriculture 
Washington D.C. 

Dear Mr. Secretary, 

I am a farmer from Clinton county in eastern Iowa. I want to 
thank you for the implementation of the PIK program. It allowed 
me the opportunity to keep farming another year. I am 29 and I 
cash rent from my father. Our farm is not a cash grain farm; We 
have hills and we need to rotate with hay and oats. The trouble 
is that the cattle feeding business has been so terrible the last 
ten years I am going to be forced to either go to more corn and 
soybeans or go out of business. This puts me in a rough place 
because my father, who has been successful in farming for 45 
years cannot understand why I cannot make ends meet running the 
same program. As a young farmer I need a quick turnover of my 
money and beef cows and feeder cattle are not quick turnovers. So 
I am faced with doing something else or plowing up pasture 
ground, which I do not want to do for I am a strong believer in 
conservation. We in agriculture need to become more aware of the 
erosion problem. Most farmers do not know there are only three 
places in the world that have similar soils as the corn belt has. 
This is a fact that makes a farmer become more aware of how 
precious a commodity our soils are. I believe soil erosion ranks 
as high of a disaster as a chemical or oil spill. Farmers should 
be held accountable for the well being of the ground for future 
generations. 

Why am I going on about all this? I know your time is 
limited, I would like to offer a proposal for the next five to 
ten years. Nearly all government progams have been for only one 
year duration. What agriculture needs is a long term program so 
farmers can plan ahead and be consistent from one administration 
to the next. Another problem: nearly all government programs have 
been implemented to help the cash grain farmer - who caused our 
problems in the first place!! The livestock man who has 
practiced conservation and does not have a big corn base always 
gets the raw end of the deal! As in my situation, the producer 
then plows up his pastures and other ground that should never see 
a plow. Hence more erosion!! 

My plan would help the livestock man as well as the cash 
grain farmer and the conservation problem. Instead of paying the 
corn ground for set-a-side, pay the hay acres and let the 
producer take the hay off the ground. The producer would then 
have the roughage to feed feeder cattle or feed beef cows or sell 
the hay to the western feedlots. The feedlots would not need to 
use as much irrigation, and savings could be realized in 
operating expenses and water conservarion. 

The producer would then either feed the corn he has grown or 
buy corn to finish the cattle. This would increase feed sales of 
protien and the whole wheel of economic revolution would then 
begin to turn. Small town America would then start to begin to 
hold their own again. This would reward the producer for erosion 



Digitized by 



Google 



162 



control and help the beef industry that has been so badlj damaged 
over the last ten years. You can see the ranlf Icatlons that it 
would have on the total agricultural industry. Farnhand, Fox and 
others could start selling forage equipment againll The cost of 
such a program to the tax payer would be a lot less because it 
would cost less per acre and there would be less acres involved. 
The roughage fed to the cattle would use the corn that would 
otherwise be surplus. So, no reserves and no loans to pay. The 
cost of beef would be less and the consumer would have to pay 
less and could spend more on other goods. We may even get more 
exports of beef (canning is a possible means for export). Another 
benefit would be to the dairy farmer, since the milk support is 
being cut. This program would help dairy farmers with production 
cost but not increase production, since most dairy farmers are at 
the higher end of their production abilities. 

Payments and acreage base should be relative to the whole 
crop acreage base, not just corn base acres. Permanent pasture 
would not be considered and should not. The hay or similar cover 
crop already in existance should be included. Under this program 
no loan rate would be used or any reserve. Most livestock 
producers don't use these programs anyway. The regular set-a-side 
would be kept in place for the flat land farmers but with good 
participation in the hay set-a-side this wouldn't need to be 
used. Payment schedules (included on the last page) would be on a 
graduated base, so that with more participation the higher the 
per acre payment. This way a man would be rewarded for the 
harder work of baling hay or the higher investment of equipment 
for chopping the hay. This would be a great time to enact this 
program while so many farmers have good seeding in this year's 
PIK program. They could leave that ground in hay production. I 
know I can produce more hay from my hills than corn. With some 
incentive I would be glad to leave my ground in cover. Every 
farmer hates to leave ground out of production as in a straight 
set-a-side, he would rather grow something, with this program it 
would be a reward progarm rather than a give away. 

In summary I believe this program would help to control the 
following problems that face agriculture: 

1. Conserve the natural resources and reduce the marginal ground 
in row crop production. ) 

2. Reduce the total corn production so there is less need for 
government support programs, loans and reserves. Also 
reduce budget needs. 

3. Give the cattle industry a boost which it so badly needs. 

4. Help the dairy farmer's with production costs with a decrease 
in support price. 

5. Make more roughage available for the feedlots in the west, 
which will help to reduce irrigation needs. 

6. Generate more need for forage equipment. Create more jobs. 

7. Help small towns stay in existance with more local Jobs. 

8. Reduce cost to the tax payer. 

9. Since the production cost for beef would be held down so would 
the cost of the meat to the consumer. 

10. Farmers hate to leave ground out of production so more 
participation would occur. 
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The farm economy is out of balance. The livestock farmer faces 
too many risks in relationship to the straight grain farmer. This 
is not by choice but because of where he is farming. Not 
everybody can be a grain farmer but if things keep going as they 
are, farming will consist of grain farmers with big government 
programs to bail them out during bad times and big government 
programs to regulate and enforce erosion controls. Agriculture 
has been strong in years past because of its diversity. 
Government is taking that diversity away by taking a lot of the 
risks out of grain farming; for example government loan programs, 
support prices, target prices , PIK program (which I took part 
in), and federal crop insurance. Now tell me, as a young farmer 
what incentive or protection is there for my banker and me to 
raise livestock? With the type of program I propose the balance 
of risk will begin to balance out again. If this program was to 
be allowed to run for five years agriculture would be stonger 
than ever before, since it would be good for everyone in America. 
Thank you for your time and your consideration. 

Sincerely, 



Joe Mc Conohy 



cc. Frank W. Naylor Jr. 
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100 ACRE FARM EXAMPLE OF BOTH PROGRAMS 

This is an example of the two programs. The main points are the government 
cost and the return per acre. Most producers would participate in the 
20Z to 40% range of the hay set-a-side. 

10% RAP PROGRAM — WHIQI WOULD STILL BE MAINTAINED FOR THE GRAIN FARMER 

Proposed acreage base is 100 acres all crop base. 

crop base 100 max. deficency 

corn base acres 100 loan rate 

set a side acres 10 support price 

ASCS yield 125 storage payment 



$.48 /bushel 
$2.55 /bushel 
$3.03 /bushel 

$.26 /bushel 



Cost to government for the farm if loan is forfieted 
Producers return per acre on total acrage base 



$28,688 
$287 



Cost to government for the deficency and storage payment $8,325 per 100 acres of 
based on the ASCS yield not actual. =■««««««» corn base 

PAID HAY SET-A-SIDE 



Same farm as above. There would not be any loans or price supports. 
Proposed acreage base is 100 acres all crop base, 
set-a-side acres below crop base 100 
corn base acres 100 loan rate $2.55 



ASCS yield 


125 


ASCS 


gov. 


Production 
benefits 

5 tons/ac. 


Total 
Returns 




% set-a-side 


% of 


loan yield 


total cos 


$20.00 /ton 


total farm 


per ac 


10% 


25% 


125 


$797 


$1,000 


$1,797 


$180 


15% 


30% 


125 


$1,434 


$1,500 


$2,934 


$196 


20% 


35% 


125 


$2,231 


$2,000 


$4,231 


$212 


25% 


40% 


125 


$3,188 


$2,500 


$5,688 


$228 


30% 


45% 


125 


$4,303 


$3,000 


$7,303 


$243 


35% 


50% 


125 


$5,578 


$3,500 


$9,078 


$259 


40% 


55% 


125 


$7,013 


$4,000 


$11,013 


$275 


45% 


60% 


125 


$8,606 


$4,500 


$13,106 


$291 


50% 


65% 


125 


$10,359 


$5,000 


$15,359 


$307 
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"TESTIMONY OF ROGER ALLISON, ARMSTRONG, MISSOURI" 

I'm an FmHA borrower who was foreclosed on and my farm was 
to have been sold on the Court House steps on November 1, 1982. 
But instead I went to Federal Court and Judge Scott Wright issued 
a permanent injunction against the FmHA from foreclosing on my 
loans until the agency implemented 7 U.S. Code 1981 A. 

In December of 1983 a three-Judge panel of the 8th Circuit 
Court of Appeals in Minnesota also ruled that I had a right to 
stay on my farm until the FmHA gives me the opportunity to 
request in writing from the Secretary of Agriculture a deferral 
of interest and principal on my loans. In February 1984 in that 
same 8th Circuit a North Dakota Federal Judge issued a permanent 
injunction to stop FmHA farm foreclosures without farmers first 
being notified of the opportunity of different loans servicing 
options and the fact they could request a deferral of interest 
and principle for up to three years from the Secretary of Ag- 
riculture if the reasons for not making interest and principal 
payments were circumstances beyond their control . . . such as 
weather or disease. The North Dakota class action suit requires 
FmHA to give the borrower a 30-day notice if it intends to 
repossess property or foreclose with opportunity for the farmer 
to appeal the action. 

My worry is that these appeals to Secretary of Agriculture 
John Block will be rubber stamped denials. Because even if the 
farmer can prove that it has been circumstances beyond his 
control, the fact that most will not be able to show repayment 
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ability because of the current low prices will be grounds £or 
denial. The heart of the problem is that fanners have been 
operating at below cost of production for many years and have 
been forced to borrow against their equity to stay in business. 
Until the farmer receives a price for his product aibove the cost 
of production, all the increased export business in the world 
won't improve the financial stsibility of American farmers. Fence 
row to fence row production has proven to be too costly, not only 
for this generation but for future generations in terms of soil 
loss and conservation alone. 

I*m on the steering committee for the North American Farm 
Alliance, a coalition of farm, community, and labor organiza- 
tions. The North American Farm Alliance is developing a proposed 
1985 Farm Bill, based on the principle of adequate income for 
producers, based on a fair price received for their labor and all 
other costs of production. This would be accomplished through a 
prograun of serious supply management, established through a 
nonrecourse loan progreum with a floor to protect faunily fanners 
at 90 percent parity, and a ceiling to protect consumers at 110 
percent of parity. Supply would be managed to insure adequate 
production to meet domestic markets, domestic food assistance 
progreuns and to maintain an adequate reserve inventory in case of 
future shortages and to stabilize prices. 

Why a nonrecourse loan program? 

— This is the only prograun that has been proven successful 
when used in conjunction with a serious supply management pro- 
gram. 
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— It is a program that currently exists in the law, and 
there is existing authority for the Secretary of Agriculture to 
implement this program. 

— It is designed to create an adequate reserve to be used 
in case of emergencies, like this year's drought, and to control 
rising prices through the reserve release program. 

— This program need not be a costly burden to taxpayers. 
It would not require a huge bureaucracy. During the 20 years 
between 1933 and 1953, when we had a good price support program, 
the government made $13 million on storable commodities. 

— This program benefits farmers, consumers and taxpayers 
and does not artifically divide us as current progreums do. 

Why a floor on loan rates? 

— Unless farmers can earn a minimum income, like a minimum 
wage, adequate to meet their basic costs of production and living 
expenses, they will be forced out of farming, with the land 
passing into the hands of corporations, lenders, and wealthy 
individuals. 

— Conservation and pollution control measures, which must 
be adequately maintained to prevent long-term problems, require 
an ongoing financial contribution from farmers. Farm income must 
be maintained at a minimum level to insure the continuity of this 
important process. 

— An adequate floor price is necessary to insure that 
practically all farmers will participate in the supply management 
and soil /water conservation progrsuns. 
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— The only existing alternative to adequate farm prices is 
direct welfare payments from the government, like the current 
target payment system. Not only has this system lead to bank- 
ruptcy among hundreds of thousands of farmers, it is an enormous 
burden on all of us taxpayers. 

— Parity levels are set to cover the cost of production, 
and to insure an adequate wage to the farm family, roughly equal 
to the wage of an urban worker doing similar work. If this levsl 
falls below a minimum level, it becomes impossible for fanners to 
pay their bills, thus the entire business community and the 
workers within the agricultural industry suffer. 

— The support loan level is the single most important 
factor in the establishing of the. so-called "market price" in the 
United States, and the U.S. price is the most important factor in 
setting the world price on major storable commodities. Unless 
our nonrecourse loan rates are set at an adequate level, the net 
effect is to economically damage the economy of other countries 
around the world. 

— Unless prices are set at an adeiquate "floor," it allows 
corporations to continue to take raw materials without adequate 
payment for the labor or the cost of production expenses involved. 

As a Missouri farmer I appreciate the opportunity to be able 
to testify before you in Iowa. This farm crisis transcends not 
only across state lines but across national boundaries as well. 
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